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PUBLIC AND CO-OPERATIVE UNDERTAKINGS 
IN A FREE SOCIETY 


A Note on the Forthcoming Seventh International 
Conference on Collective Economy 
(Berlin, 10-13 May 1965) 


by 


Paul LAMBERT, 
Director of ICRICE 


When our recently deceased friend and colleague Edgard Milhaud 
founded the Annales de la régie directe (eventually to become the 
Annals of Collective Economy) in 1908 he was practically the only 
person experimenting with scientific analysis of the nature and 
workings of public and co-operative undertakings. 


Since then many institutions have ventured into this field, particul- 
arly in countries in which there is a substantial public sector made up 
of municipally-owned or nationalised undertakings or a large and well- 
established co-operative movement. 


However, ICRICE is the only international organisation carrying 
on research on a continuing basis in these two fields (and also the 
more specialised field of economic activities of trade unions). 


The First International Conference on Collective Economy, which 
was organised by Edgard Milhaud himself with the help of his Swiss 
friends, was held in Geneva in 1953. Subsequent conferences were held 
in Liége (1955), Puteaux, near Paris (1957), Belgrade (1959), Vienna 
(1961) and Rome (1963). Each of these conferences helped to make 
ICRICE more widely known; the Rome Conference was attended by 
representatives of 20 countries. 


The agenda of the Berlin Conference will comprise two major 
subjects—public- undertakings and co-operative undertakings. Each 
group will be studied in the context of a free society. Their economic 
position—and in particular their value as a countervailing force to 
that of monopolies and oligopolies—and their contributions to the 
advancement of culture and civilisation will be examined in the light 
of most recent knowledge. 


The paper on public undertakings will be presented by Prof. Gisbert 
Rittig, of Gôttingen University, and that on co-operative undertakings 
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by Charles H. Barbier, a manager of the Swiss Union of Consumer 
Co-operatives. The abilities of both rapporteurs are too well known 
to need description here. 


In addition, two factual studies will be presented, one on the 
functioning of Electricité de France and one on that of the Swedish 
Kooperativa Férbundet. They describe the future prospects and the 
problems of the two organisations, the manner in which the latter have 
been overcome and the management problems to which their particular 
natures have given rise. 


The paper on Electricité de France has been.written by Jacques 
Chevrier, Deputy Director in the Directorate-General of the corporation. 
He is a regular attender of conferences on collective economy and is 
well known for the interest and the informal character of his contribu- 
tions to the proceedings. That on Kooperativa Férbundet—a particul- 
arly forward-looking institution operating in a mixed economy—has 
been written by Lars Eronn, one of its managers. He describes how 
the Swedish co-operative movement succeeded in winning one resounding 
victory after another against the monopoly powers and the difficulties 
which it had overcome to raise the capital needed in order to conclude 
a series of extremely sensible collective agreements with the great body 
of workers in the co-operative movement, to develop educational 
facilities for its employees and its members and to reconcile the 
dictates of centralisation with the principles of democracy. 


In addition, there will be a discussion on the important question of 
the measure of success achieved by public and co-operative under- 
takings. Usually this is assessed exclusively on the basis of their 
trading accounts. Obviously, this is not an adequate criterion; one 
must also examine to what extent each undertaking concerned has 
succeeded in rendering needed services to workers, to consumers or 
to the community as a whole. Surely there is some qualitative or 
quantitative criterion which will give a more accurate and compre- 
hensive measure of the success of an undertaking? The discussion will 
be led by Mr. Thiemeyer, Prof. Mossé, Mr. Mortara, Mr. Schramke 
and Mr. Hagnell and will certainly be of great interest; it will be 
summed up by Prof. Gerhard Weisser, of Cologne University, who has 
made a number of important contributions to several of our previous 
conferences. 


Lastly, the Governing Body of ICRICE, on the recommendation of 
the German national section, has instructed the Director to submit a 
report on the subject of the scope for competition and its limitations. 
At first glance this subject seems to be purely academic and its dis- 
cussion merely an opportunity to revive old controversies which have 
been going on for as long as capitalism itself has existed. This first 
impression, however, is erroneous; the question of how much scope is 
to be allowed for competition is of the utmost interest at present and 
fraught with practical consequences, In particular, it is one of the 
main problems which the EEC has to face. The intrinsic advantages of 
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competition are no longer questioned; in this connection one need only 
mention the uses to which Yugoslavia puts the principles of competition 
and to which the USSR intends to put them. On the other hand, the 
inadequacy of competition as a means of furthering economic growth 
and social justice is amply demonstrated by the scale of government 
intervention in the economic and social fields, even in countries which 
have most categorically expressed a preference for a free private- 
enterprise economic system. 


Competition can further the general welfare only if kept under the 


general control of the public authorities and subject to the corrective 
action of publicly owned and co-operative undertakings. 


PUBLIC UNDERTAKINGS IN THE FEDERAL REPUBLIC 
OF GERMANY 


by 


Willi BUKOW, 
Director of the Bank fiir Gemeinwirtschaft A.G., Diisseldorf 


It is very difficult to convey a clear picture of the position held by 
the public sector in the Federal Republic of Germany. Contrary to 
many other countries where noticeable efforts are made to entrust 
public undertakings with the essential tasks connected with the deve- 
lopment of the national economy, only a few Ldnder in the Federal 
Republic appear to be heading this way. 


The reason for this is not to be found in the Constitution of the 
‚Federal Republic. As the Federal Constitutional Court has pointed out 
at a very early date, the fundamental law is neutral from the point of 
view of economic policy. This means that the Constitution allows all 
forms of economic activity as long as they do not unduly curb individual 
freedom through measures such as an enforcement of labour pro- 
cedures or labour supply. 


The market economy system, approved in principle by all German. .: 
parties, is no impediment to the public sector and the co-existence of 
both within the framework of the national economy is fully justified. 
A meaningful collaboration of the two sectors is not, in practice, 
hampered by their different origins. 


However, public opinion and, in particular, the Federal Government 
consider the private sector the mainstay of the economy. The two 
world wars, which led to an authoritarian administration of the avail- 
able commodities and the creation of state industries to ensure the 
necessary supplies, have led to a reaction of public opinion heavily 
favouring a liberal economic system. The Government, in its endeavour 
to keep the economy as free as possible from any public influence, has 
therefore adopted an economic policy which intentionally avoids any 
authoritarian action or public intervention; this is even done at the 
cost of occasional contradictions between the attitudes of the industrial 
concerns operated by the Government and its own economic policy. 
It follows from this philosophy that the authorities consider the 
government-owned industrial assets on which they have direct influence 
to be expendable, since they hold that their use—the implementation 
of policies regarding the business situation, capital expenditures, com- 
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petition, structural changes and development—is no immediate concern 
of theirs. This philosophy explains why the transfer of government - 
assets to private ownership has ranked so highly among the methods: 
of property distribution. While its effects have so far mainly extended 
to federal industrial assets, there has nevertheless also been talk of 
similar action with regard to the communal utility supply and service 
undertakings. | 


In view of this situation, it appears desirable to examine the deve- 
lopment of the public sector in Germany more closely, since only its 
understanding makes it possible to form a clear opinion about its 
current problems. ! 


Public economy can be traced back in its origins to the time when 
the German principalities began to set up standing armies and state 
administrations. Both required substantial funds which could not alone 
be covered by taxes whose authorisation, moreover, depended on the 
estates of the different realms. They therefore had to be provided 
from the income of high yielding assets belonging to the realm and 
free from the influence of the estates; this led to the transfer of the 
sovereigns’ property to the State and, in particular, to the creation of 
State Domains and Forests. For a long time, these were the most 
important sources of income for the State besides its mining, salt, 
mint and ‘post monopolies. It is thus no coincidence that the first 
administrative authorities in Prussia were called Kriegs- und Bomänen- ' 
kammern (War and Domain Chambers). Even today, the domains, 
forests, pilot farms, studs and spas owned by the German Ldnder form 
considerable assets. Their value, added to their other participations 
in industry, transport, utility supply and credit is estimated to amount 
to at least DM 3 to 3.5 billion. 


Apart from agriculture and forestry, the German states took an 
early interest in the post. In the 17th and 18th centuries the post 
administrations in the different countries provided rich profits, The 
efforts towards German unification brought about their merger into 
a uniform German postal system. Stages on the way to the present 
German Bundespost as a special asset of the Federal State were the 
German-Austrian Postal Union (1850), the Norddeutsche Bundespost 
(1868) and the Deutsche Reichspost (1871). 


Following the invention of the steam engine, the railways took 
over the transport function of the post as far as passengers and freight 
was concerned. While there were originally many private railroad 
companies, the idea of a national railway system was generally 
accepted by the second part of the 1870s. However, although the 
project of a unified system was actively promoted by Bismarck, it 
was only put into practice when the Weimar Constitution was adopted 
in 1919. In the Federal Republic, the Bundesbahn also belongs to 
the central Government. 


1 What follows is explained in more detail in Willy Bukow: “Position und Aufgabe” 
(Position and Future Tasks), in Der Volkswirt, 1964, pp. 977 ff. 
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Besides the Bundesbahn, there are also several secondary and local 
railway lines not owned by the Government whose network amounts 
to about one-sixth of the Federal Railway system. These lines are not 
coherent but form extensions, branch systems and cross-connections of 
the main lines, thus constituting an important complement and addition 
to the main network. Seventy per cent. of the capital used by the non- 
government-owned railways has been provided through participations 
taken by the public sector (Ldnder, administrative and communal units). 


Since the beginning of the 20th century, the communities and their 
federations have formed their own local transport systems, mainly 
destined for passenger traffic. Less than 7% of these undertakings are 
wholly financed by private capital. The total length of ‘all these lines 
exceeds that of the Federal Railways. 


The public sector further has a hand in the operation of some 125 
sea and river ports. The most important seaports are located at 
Bremen, Bremerhaven; Flensburg, Hamburg, Kiel and Lubeck, Only 
ten of them—very small harbours of large industrial concerns—are 
privately operated and seven through a mixed-economy system; the 
remainder belong to the Federal Government, the Länder and the 
municipalities, 

As concerns air transport, the public authorities have a 96.1% 
participation in Deutsche Lufthansa AG, the national airline. The ten 
major airports are generally in the hands of the interested local bodies 
with the Länder concerned contributing through a participation. 


The supply of utility services is just as important as transport and 
is therefore often discussed at the same time. Like the latter, most of 
it is operated by the public sector. In all its branches—as far as both 
production and distribution is concerned—the share of private enter- 
prise is no more than 3%. 


. The electric utility branch includes inter-regional undertakings 
owned by the Federal Government and the Länder in which the com- 
munities have widespread interests, and intra-regional undertakings 
which are almost exclusively communal. Community enterprise is also 
prevalent in gas and water supply. There are only a few large under- 
takings which are nearly altogether privately owned such as Sfein- 
kohlen-Elektrizitäts-AG (STEAG) and Ruhrgas AG. 


The initiative to set up inter-regional undertakings generally 
originated either with private enterprise—such as in the case of 
Rheinisch-Westfdlisches Elektrizitätswerk (RWE)—or with the State— 
as was true for Preussische Elektrizitäts-AG (PREAG); however, soon 
there were an increasing number of communities willing to take over 
inter-regional energy or water supply as a joint venture. This was 
particularly so in recent times when new inter-regional undertakings 
were formed by communities to engage in energy production and to 
distribute natural and industrial gas. A similar situation exists for 
inter-communal water supply, for instance in the region of the Lake 
of Constance. 
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While in inter-regional undertakings production is not necessarily 
in the hands of communal enterprise, the communities are almost 
entirely responsible for distribution. The latter is, in fact, closely 
connected with the system of communal roads and ways which are 
important for the supply of existing or future communities. This inter-. 
connection should be maintained; concessions and demarcation agree- 
ments have, in fact, been arranged to prevent competition which would 
be intolerable in this field. | | 

The circumstances are similar among the other utility services. 
There are only 17 private companies in the gas industry and eight 
private water works. 

The public authorities have a major interest in social housing 
enterprises. The communities alone control some 400,000 lodgings. 

In the important field of credit, the public sector also took a direct 
or indirect interest at a very early date. The ventures—such as the 
Preussische Seehandlung (1772), the Preussische Staatsbank (1846), 
the Reichskreditgesellschaft AG (1924) and the Deutsche Bundesbank 
as the latest public credit institution—extend over nearly two centuries. 
Only two of the many former Ldnder state banks are left: Bayerische 
Staatsbank and Grossbraunschweigische Staatsbank. 

Most of the public credit institutions have specific tasks. Both at 
the federal level (Lastenausgleichsbank, Kreditanstalt für Wiederauf - 
bau, etc.) and at the level of the Ldnder (there are many public real 
estate banks) they serve reconstruction or help to wind up the 
economic consequences of the war (Lastenausgleich) and to administer 
ERP funds. | 

The savings banks and their transfer centres deal with short and 
long-term credit. They originate in the municipal self-help institutions 
set up during the 19th century when banks failed in the times of 
pioneering and crisis so that they were unable to supply the craftsmen, 
citizens and house owners with the funds they required. There are 
866 savings banks which, supported by their 12 transfer centres and 
the Deutsche Girozentrale, today provide a substantial part of the 
German credit requirements. Altogether, more than 60% of credit is 
supplied by the public sector. | 

The public insurance concerns also date back very far. Most of 
them are former provincial and municipal fire insurance societies, the 
oldest of which is the General-Feuercasse Hamburg, founded in 1676. 
Furthermore, there are five insurance undertakings for agricultural 
risks, six for civil servants as well as three communal and co-operative 
insurance federations. Five other insurance companies were set up 
under private law, but are wholly owned by the public sector. The 
public insurance companies have widely varying shares in the market 
of the different branches; it is highest for hurricane insurance (50%) 
and lowest for animal insurance (5%). 

All the branches of public economy described above have as their 
main objective the supply of a utility service. This situation is different 
for the industrial companies, purely concerned with production. 
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The public industrial undertakings have always had the function of 
stimulating private initiative or of filling a gap left open by private 
enterprise. This was already true for the undertakings formed by the 
Prussian State in the mercantilist period; they mainly extended to the 
hardware, textile and silk industries, chinaware manufacturing, mines 
and foundries. 


When, after the Napoleonic Wars, Prussia found herself in a pre- 
carious financial situation, the bourgeoisie insisted that the state 
undertakings should be dissolved. At that time, even agricultural pro- 
perty and forests—particularly when they belonged to the church—- 
were sold, so that industrial assets were obviously the first to go. In 
Prussia, for instance, the State only retained the mines and foundries 
as well as the armament and china factories. 


A change of ideas occurred only in the last quarter of the 19th 
century. After having tried before to protect small traders against the 
large state undertakings, it now seemed more important to counter- 
balance the power of the large private monopolies. The turn of the 
tide began with the nationalisation of the railways, the expansion of 
the waterways and the purchase of Hibernia by the Prussian State so 
that the latter could help to determine the price policy of the Rhine- 
Westfalia Coal Syndicate. The next step was the setting up of govern- 
ment-owned concerns for the production of nitrogen and aluminium 
during the first world war. In both cases, private entrepreneurs were 
not prepared or in a position to face the risks. 


In 1923, the German Government merged Reichskreditgesellschaft, 
Deutsche Revisions- und Treuhand-AG, its electrical equipment con- 
cerns, the aluminium and nitrogen companies and Deutsche Werke 
into a holding concern—Vereinigte Industrie-Unternehmen AG (VIAG). 
In the same year, Prussia merged all its mines and foundries into 
Preussische Bergwerks- und Hütten AG (Preussag). Finally, in 1929 
Prussia formed a holding company—Vereinigte Electrizitäts- und Berg- 
werks-AG (VEBA)—for its industrial undertakings (Preussag, Hibernia, 
Bergwerks-AG, Recklinghausen and Preag). 


As in other European countries, the world economic crisis in 1932 
forced the State to support or buy up a great number of companies. 
After 1933, the Reich set up two more important undertakings: Reichs- 
werke AG for iron ore mining and iron. smelting in Salzgitter and 
Volkswagenwerk in Wolfsburg. 


Today, all these undertakings formed by Prussia or the Reich are 
in the hands of the Federal Government. To those already mentioned— 
Salzgitter, VEBA, VIAG, VW—must be added Saar Bergwerke AG, 
Industrieverwaltungsgesellschaft, AG fiir Binnenschiffahrt and nine 
other companies including Howaldts-Werke Hamburg AG and Deutsche 
Revisions- und Treuhand-AG. 


This review of the public sector in Germany shows, in the first 
place, that the attitude of public opinion towards it varied considerably 
over the times; it was, in fact, to a large extent determined by the 
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attitude towards the authorities. It is therefore by no means certain 
that the current liberal and individualistic economic system will last. 
It is thus noteworthy that the liberal-minded Americans have often 
wished for the more rigid methods of the German public economy. 


it must further be noted that public economy always implies that 
the undertakings concerned are wholly or to a significant extent (mixed 
economy) owned by the public authorities. This criterion of ownership 
is determined by the fact that the policy of an undertaking is always 
commanded in the last resort by the will of the owner. This is why the 
above historical review was based on the ownership status. All other 
criteria such as the form of organisation, objectives, service or profit 
motives, etc., may provide additional explanations but they are not the 
determining factors. 


An answer has been supplied to the question in what fields the 
public sector is engaged. A more difficult problem—considering the 
aversion of our times against public economy—is to know when public 
management is required. 


This requirement exists, in the first place, for all institutions con- 
cerned with responding to an essential need rather than seeking profit. 
This does not mean, however, that these undertakings should fail to 
strive for economic independence; indeed, public management is an 
economic, not an administrative function. 


Even so, certain undertakings such as the Berlin municipal transport 
company (BVG) cannot cancel bus lines or raise their fares excessively 
as long as they also have to replace the underground traffic operated 
by the authorities in the Soviet zone; they may, in fact, even have to 
extend their lines. In communal compound operations, the surplus 
gained by the supply services often carries the losses of the jointly 
operated transport system; in other cases electric power supply helps 
to cover the costs of gas and water. This is all the more necessary 
since the latter services especially suffer from the pressure of higher 
wages which cannot generally be made up by rationalisation. 


In the fields of transport and supply, the public sector in Germany 
to a large extent serves to cover needs through utility services. The 
monopoly of roads and transmission lines has used it to build up new 
transport and supply networks, to keep rates stable and to provide for 
new working and housing possibilities through which the infrastructure 
of whole areas can be changed. 


The same is true for public activity in the fields of housing, credit 
and insurance. Here, the circumstances are not always so clear as in 
the case of transport and utility services. A modern municipal admi- 
nistration, for instance, has many possibilities of being useful to the 
focal population by collaborating with its savings bank; it can open 
up new projects, restore the old towns set up new settlement districts, 
etc. The co-operation of the Länder and their banks in the financing 
of major projects is a similar case. In all these fields where public 
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economy can provide services, its existence will also be necessary in 
the future, a fact that is generally recognised. 


This necessity is less obvious in the case of the many profit-making 
undertakings, especially for the public industrial concerns. Here, profit 
is much more important, if only because these undertakings are in 
direct competition with private enterprise. However, profit is not 
decisive in itself, only the way in which it is used. It can thus serve 
the public interest by meeting a special need, by keeping prices stable, 
by providing funds for new tests which will benefit ail competitors, 
by making possible an exemplary social policy, etc. However, the 
industrial branch of public economy can in the long run only be 
maintained if it exercised genuine pioneering functions as it has done 
in the past. This can be done by finding new processes—such as in 
nuclear physics—which private enterprise is unwilling or—because of 
the large investments required—unable to finance. It might also be 
that the Government wants to use these undertakings either for gaining 
its own experience in a specific industrial branch or as an instrument 
of economic policy. 


The public sector, whether it is represented by public utility services 
or by profit-making concerns, has the permanent characteristic that it 
has a detinite ulterior motive beyond its economic function, that in 
some way it serves the public interest and that it contributes to the 
general welfare. It should not be overlooked, however, that the public 
interest cannot be generally defined; it may differ considerably from 
one case to another and even be in opposition to other public interests, 
a fact that is explained by the different types of public owners: the 
Federal Government, the Länder, the communities or the communal 
federations. What is important, however, is that a public interest 
exists and that it is inherent in the objective of the undertaking con- 
cerned; moreover, the system of public and private law should be 
organised in such a way that the owner can permanently influence the 
management in a relationship of mutual trust. This fruitful collabora- 
tion between owner and management in preparing and providing new 
‘services to the general public is the foundation for the future of this 
major part of Germany’s national economy. 


THE CO-OPERATIVE MOVEMENT 
IN THE FEDERAL REPUBLIC OF GERMANY 


by Arlette SCHMATZ, 
Research Assistant at Liege University 


In the Federal Republic of Germany the co-operative movement, like 
Gaul, is divided into three parts—-the consumer co-operatives; the 
Schulze-Delitzsch handicraft co-operatives; and the Raiffeisen agricul- 
tural co-operatives. 1 


In addition to these three main groups, however, there are a number of 
co-operatives in the housing sector. 


I. The Consumer Co-operative Movement 


Well before the First World War there were two consumer co- 
operative movements — one of socialist leanings, the other under Roman 
Catholic control — in Germany. Each of the two movements had its 
own central federal organisation and a wholesale supply service. 


In 1933 the Nazi authorities dissolved both federations and effected 
a compulsory amalgamation of the two wholesale organisations to form 
the Reich Union of Consumer Co-operatives. The individual societies 
of both associations were absorbed into the Labour Front and finally 
dissolved in 1941. By the end of the Second World War there was 
nothing left of the consumer co-operative movement. 


In 1945, as soon as the war was over, co-operative movements of 
all kinds, whatever their leanings, joined together to re-establish co- 
operation in Western Germany. By the end of 1945 the two opposing 
tendencies had been reconciled with one another and a wholesale or- 
ganisation (the G.E.G.) had been set up. In 1948 a single central 
federation for the entire consumer co-operative movement (the Z.D.A.) 
was established. | 


1 Professor LAMBERT, in his book entitled Studies in the Social Philosophy of Co- 
operation (Manchester, .Co-operative Union Ltd., Chicago, Co-operative League of the 
USA), explains in what respects the principles governing the Schulze-Delitzsch and 
Raiffeisen movements originally differed from those of the Rochdale Pioneers and their 
followers. 
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1, Consumer Co-operative Societies. 


In 1963 there were 239 consumer co-operatives organised in five 
regional federations (North Western Germany, North Rhine-Westphalia, 
South West Germany, Bavaria and Baden-Wurttemberg). These five 
regional federations constituted the membership of the-central federation. 


In the same year the primary societies were operating 8,628 stores 
and had a total’ membership of over 2.5 million. The relative strength 
of the five federations in each of aie Sn is shown in the following 
table. D Se , 


Table 1 


NUMBER OF CO-OPERATIVES, STORES AND MEMBERS IN EACH REGIONAL FEDERATION 

IN 1963 | WW 

Regional Federation - Boonie a oat Membership 
North-West .................. 83 1,854 532,694 
North Rhine-Westphalia ....... 64 2,308 — > 857,196 
South-West ..........,....... 25 1,592 449,999 
Bavaria saisine | 35 ,, 1,373 . 298,132 
Baden-Wurttemberg ........... 32 1,501 418,300 
TOTAL ...... ui 239 8,628 ` 2,556,321 


(SOURCE: Jahrbuch des Zentralverbandes deutscher Reeg 
e.V., Hamburg, 1963.) 


During the last twelve years the consumer co-operative movement 
has made a genuine effort to rationalise, partly through the amal- 
gamation of societies and stores and partly by the introduction of new 
methods of distribution. 


In 1952 there were 312 consumer co-operatives in the Federal Re- 
public of Germany; at no time since the end of the war has the number 
of societies exceeded this figure. Since then the number of societies 
has steadily decreased as a result of successive amalgamations; by 
1963, even allowing for the fact that the 1952 figures did not include 
societies in the Saar and West Berlin, the number had decreased by 
one-quarter. 


The process of concentration did not begin to affect the individual 
stores until some time later. The year in which the number of stores 
in existence reached its peak was 1959 (9,709 stores, including those 
in the Saar and West Berlin). During the next four years, however, the 
number fell by 1,081. 


I 














FEDERAL REPUBLIC OF GERMANY: CO-OPERATION 17 
Table 2 
CONCENTRATION WITHIN THE CONSUMER CO-OPERATIVE MOVEMENT 
Number of societies Number of stores 

Year * at * kt 
Kr L Ae 312 7,389 
1999 Linie: 276 279 9,301 9,709 
1960 rise ee 270 9,638 
TOG). ENER 257 9,396 
1902 u. i 248 9,045 
EEN an tee Seen 239 8,628 


* Not including co-operatives in the Saar and West Berlin. 

** Including co-operatives in the Saar and West Berlin. 

(Sources: Erwin HASSELMANN: Consumers’ Co-operation in Germany, Ham- 
burg, Verlagsgesellschaft deutscher Konsumgenossenschaften, 1961; 
Schweiz. Konsum-Verein, No. 45, 5 Nov. 1960; Jahrbücher des 
 Zentralverbandes deutscher Konsumgenossenschaften 1959-63.) 


The determination of the consumer co-operative movement to adapt 
itself to modern distribution methods is clearly shown by the rapid 
increase in the number of self-service co-operative stores from 1954 
onwards. In the latter year there were 81 stores of this kind; by the 
end of 1963 the number had risen to 3,987 and by 30 September 1964 
to 4,246.2 Today more than half of all the co-operative stores are 
run on a self-service basis. 


In a recent article Dr. Theo Vossschmidt? states that on the average 
consumer co-operatives have invested the equivalent of approximately 
2.1% of their turnover annually during the last few years; the total 
amount involved is between 60 and 70 million DM yearly. However, if 
they are to keep the rationalisation process going shead at the desirable 
rate they should be investing approximately 100 million DM per year. 


The financing of investment by co-operatives gives rise to extremely 
thorny problems. In Vossschmidt’s view an increase in the value of 
members’ shares would be undesirable and ineffective at present. On 
Henzler’s suggestion * that co-operatives should issue certificates equal 
in value to the amount of available reserves, thus giving the members 
a share in the value of the assets of the society, he comments that such 
a measure might be incompatible with the principle that the net assets 
should not be at the disposal of the members. In addition, as co- 
operatives seem to have exhausted all possibilities of financing their 
investments from current income, he endorses a suggestion put forward 


2 At the end of 1963 there were 40,094 self-service stores in the Federal Republic of 
Germany (including West Berlin). 

3 Theo VOSSSCHMIDT: “Die jonsumisenoasenachation im Strukturwandel des Einzel- 
handels”, Der. Verbraucher, No. 40, 3 October 1964. 

4 Reinhold HENZLER: “Die Entwicklung der Genossenschaft zur Unternehmung”, 
in Zeitschrift für Betriebswirtschaft, 1963, No. 3, p. 140 
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by Carl Schumacher, the president of the Z.D.K.5, that specialised 
institutions should be established to provide co-operatives with the long- 
term credit they need but are unable to obtain on the money market 
owing to their inability to offer the necessary security. 6 

The total turnover of the consumer co-operative movement rose from 
1,343.3 million DM in 1952 to 3,540.8 million DM in 1963. If allowance is 
made for price changes and the figures are expressed in terms of 1950 
prices the totals work out at 1,221.1 million DM for 1952 and 2,685.5 
million for 1963. It is particularly interesting to note that in 1963, self- 
service stores accounted for some 64.5%, and the sale of foodstuffs for 
80%, of total turnover. 


Table 3 


TURNOVER EXPRESSED IN ABSOLUTE FIGURES AND IN TERMS 
OF CONSTANT PRICES 





Actual turnover Cost of living Turnover adjusted 
Yea to 1950 I 
ge (in million DM) (1950-100) in million DM) 
1952 suche, 1,343.2 110.0 1,221.1 
1963 .......... 3,540.8 131.9 2,685.5 


Of the total turnover 14.5% (of a total value of 512.1 million DM) 
was produced by wholly-owned subsidiaries (mainly bakeries and 
slaughterhouses). 

During 1963 the individual societies taken together made approxim- 
ately 60% of all their purchases from the G.E.G. 


Table 4 


TURNOVER AND PRODUCTION FOR OWN SALES OF CONSUMER CO-OPERATIVES 
IN EACH REGIONAL FEDERATION IN 1963 





ge Own Production Percentage 
rnover Mark of a 
Regional Federation (in million value poe oe. purchase 
do (im million turnover from GEG. 
North-West .............. 840.3 178.7 21.1 58.4 
North Rhine-Westphalia ... 1,042.5 102.7 9.8 52.9 
South-West ......,,...... 610.7 73.5 12.0 59.2 
Bavaria ii aeg 438.8 88.3 20.1 62.6 
Baden-Wurttemberg ...... 600.5 69.5 11.6 63.6 
TOTAL: res 3,540.8 512.1 14.5 58.3 


(SOURCE: Jahrbuch des Zentralverbandes deutscher Konsumgenossenschaften 
e.V., Hamburg, 1963.) 


5 Carl SCHUMACHER, “Das Leitbild der Konsumgenossenschaften in der Gegenwart”, 
in Genossenschaftliche Schriftenreihe, No. 31, 1963, p. 19. 

6 In this connection it should be mentioned that the Aufbaugenossenschaft der 
deutschen Konsumgenossenschaft, an institution established to raise funds to finance 
the construction or modernisation of co-operative stores, made loans totalling 11.4 million 
DM in 1963 ; 
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In June 1962 the German Federal Statistical Office carried out a 
comparative inquiry into prices charged by all retail stores in the 
Federal Republic (other than self-service stores, which formed the 
subject of a separate inquiry). The inquiry only covered the prices of 
foodstuffs. It revealed that, if the general level of retail prices was 
taken as the index base (100)7, the lowest prices were those charged 
by co-operatives (index 98). However, the inquiry. does not give a true 
idea of the actual net prices charged by the co-operatives as it does 
not take into account the fact that the co-operatives pay dividends 
on purchases. 


Table 5 


COMPARISON OF PRICE LEVELS IN DIFFERENT TYPES OF RETAIL SHOPS 
IN JUNE 1962 
Index of price levels 
e of store 
(not include self-service stores) Geer a on types 
Independent retail stores ............ 104.0 
Multiple: Stores: vu. 0 98.1 
Chain stores Sasse 99.9 
Co-operative stores ................ . 98.0 
Self-service stores ........,....,... 99.4 


* Not including reductions and dividends. 


(SOURCE: Wirtschaft und Statistik, 1964, No. 2.) 


The total turnover of consumer co-operatives, however, is relatively 
small compared with that of all retail stores in the Federal Republic 
of Germany (approximately 3.4% of a total of some 103,000 million DM 
in 1963). In the foodstuff sector, however, the proportion is greater 
(8.8% of a total of some 35,000 million DM in 1963). 

Lastly, it is worth mentioning that the total labour force of the 
consumer co-operatives at the end of 1963 was 60,330 persons. 


2. The G.E.G. Wholesale Society. 


In 1963 the G.E.G. Wholesale Society achieved a turnover of ap- 
proximately 1,900 million DM. 


7 For more detailed information on the manner in which the inquiry was conducted 
and the index established, see “Sonderrechnungen zum Preisindex für die Lebens- 
un und zur Statistik der Verbraucherpreise”, in Wirtschaft und Statistik, No. 2/1964, 
D Ga. : 
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Table 6 
ANALYSIS OF TURNOVER OF THE G.E.G. BY SECTOR OF ACTIVITY IN 1963 


Sector of activity € Turnover (in million DM) 
Marketing departments ........... 1,041.5 
Subsidiary producing establishments 668.2 
Subsidiaries ........,....,....... 155.1 
TOTAL scsi ess 1,864.8 


(SOURCE: G.E.G. Annual Report for 1963.) 


If the value of deliveries to its own constituent units (108.8 million 
DM) and the turnover of subsidiaries are deducted from this total the 
net value of turnover works out at 1600.9 million DM. The output of 
the 33 major factories owned by the organisation accounted for over 
one-third of total turnover. 


Though the bulk of the G.E.G.’s income is obtained from wholesale 
trading with local societies, it has been making direct: retail sales since 
1952. It now operates a chain of 31 furniture and household equipment 
stores and a rapidly expanding mail-order business (which sells roughly 
100 million DM worth of goods yearly). In addition, since November 
1963 it has opened a number of co-operative supermarkets. § 


On 1 January 1965, after protracted negotiations and in full agree- 
ment with its member societies, the G.E.G. purchased the entire capital 
of the Eklöh Company — owning 53 food shops withi a total turnover 
of some 140 million DM— from the four chain stores (Hertie, Horten, 
Karstadt and Kaufhof), each of which had previously held a 25% share 
of it. Eklôh is now a subsidiary of the G.E.G. 


At the seventieth General Meeting of the G.E.G., held in Stuttgart 
on 1 June 1964, it was decided to increase the society's capital to 33.5 
million DM. As the local societies, which have barely enough cash to 
finance their own investment programmes, were unable to take up the 
additional shares (of a total value of 8.5 million DM), the entire issue 
was taken up by the Collective-Economy Bank. 


3. Non-Profit-Making Undertakings affiliated to the Federation. 


There are a number of collective-economy undertakings directly 
affiliated to the Z.d.K. and part of the capital of which is held by con- 
sumer co-operatives and trade unions. They include: two insurance 


8 Quoted from Erwin HaSSELMANN: “Les coopératives de consommation allemandes”, 
in Cooperation, No. il, November 1964. 
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companies: Alte Volksfürsorge (life insurance) and Deutsche Sach- 

versicherung Eigenhilfe AG (fire and accident insurance); 

the Collective-Economy Bank (Bank für Gemeinwirtschaft); 

the Gemeinwirtschaftiche Hochseefischerei-Gesellschaft m.b.H. (deep sea 
fishing); 

the Pensionskasse der deutschen Konsumgenossenschaften V.V.a.G. (a 
pension fund operated by the consumer co-operatives). 


Table 7 


BUSINESS CONDUCTED BY THE TWO INSURANCE COMPANIES AFFILIATED 
TO THE Z.D.K. IN 1963 








Y Ge | ad 
SS 258 3 8 S 8 828 
23 saa RA A E Bsa 
LE SE, fe ae wn SÉ HOR 
Company °S WE a S LS © Bin Ems 
Sum oon 5 0 à Be Bag ESS 
GEI ZER GEF GER 2528 aa À 
Ha Si BAR e BES SEN 
RS 
EE S58 asS msS 288 Ess 
Alte Voiksfiir- | 
SOITE cirri 503,000 963 302 207 4.2 5.1 
Eigenhilfe .. 316,598 ) 675 GA o3 (— 


(—): figures not available. 


(SOURCES: Jahrbuch des Z.d.K., 1963; Der Verbraucher, No. 30, 25 July 1964.) 


The benefits paid out by Alte Volksfürsorge include death benefits, 
payments of maturing endowment policies (originally taken out in Reichs 
marks and converted into DM), surrender payments and profits. The 
amounts paid out by Eigenhilfe are not known. It is, however, known 
that. in 1963 it paid out approximately 3.6 million DM in no-claims 
bonuses on third-party motor risks insurance policies. 


Table 8 


DEPOSITS AND CREDITS HELD BY THE COLLECTIVE-ECONOMY BANK 
ON 31 DECEMBER 1963 


(in million DMD 








Deposits Credits 


: : Current Long- 
Sight Time Savings Total Discount account Term Total 


Including bank 

customers .... 844.2 1,4789 212,8 2,535.9 622.5 1,649.3 521.8 2,793.6 
Non-bank cus- des: 

tomers only .. 552.4 987.6 212.8 1,752.8 622.5 1,419.2 271.4* 2,313.1 


* Estimate. , | 
(SOURCE: Annual Report of the Bank für Gemeinwirtschaft, 1963.) 


Ml. gee, CU 
Me ATP he tn 
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The German Federation of Trade Unions (D.G.B.):holds 50% of the 
share capital of Alte Volksfürsorge (5 million DM) and of Eigenhilfe 
(4.8 million DM). The remainder of the capital of these two companies 
is divided equally between the G.E.G. and the consumer co-operatives, 
the latter holding their shares through the Federation. (See table 11). 

Credit institutions held 34. CES of deposits at call. jand 33.2% of all 
time deposits. 

The credits granted by the Collective-Economy Bark to its customers 
(including other banks) were distributed among the different sectors of 
the economy in the following proportions: 


industry and handicrafts .............. | 31.29% 
wholesale and retail trade .............. | 20.2% 
construction of housing ....... ae Reais , 18.7% 


credit institutions (mainly hire-purchase 
firms of the Schulze-Delitzsch type) . = 17.2% 
other private borrowers ................ | 9.4% 
public authores asie | 3.3% 
} 
In December 1963 the Collective-Economy Bank acquired full owner- 
ship of its Berlin subsidiary, the Bank fiir Wirtschaft und Arbeit zu 
Berlin AG. In this connection it should be recalled that the Collective- 
Economy Bank was established in 1958 as a result of ithe amalgamation 
of seven banks of a collective-economy character established since 1949, 
but that the Berlin bank had preferred to maintain the relatively inde- 
pendent status of a subsidiary rather than accept complete amalgation 
with the others. | 


The capital of the Bank was increased by 20 millioh DM in 1964 to a 
total of 120 million DM. Of this capital 74.94% is held by trade unions 
(25.14% by the D.G.B. and 49.80% by industrial unions); the remaining 
25.06% is held by the G.E.G. | 

The balance sheet struck on 31 December 1963) showed reserves 
totalling 45 million DM; the balance-sheet total was 3,942. 5 million DM. 


" * 
FX 


On 31 December 1963 the deep-sea fishing co-operative affiliated to 
the Z.d.K. owned 145 fishing vessels. During the same year the co- 
operative marketed 11,984 tons of fresh fish, 270 tons of herring, 3,986 
tons of fish deep-frozen at sea, 1,283 tons of salt fish, 2,050 tons of 
fish flour and 728 tons of fish oil. In all, the co-operative accounted for 
4.7% of all the fresh fish and herring and 13.07% of all the deep-frozen 
fish offered for sale in the Federal Republic of Germany in 1963. ° 


9 Jahrbuch des Z.d.K., 1963. 
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The share capital of this co-operative (2 million DM) is held partly 
by the G.E.G. (65.25%), partly by the D.G.B. (10%) and partly by the 
authorities of the city of Hamburg and the province of Bremen (15.75% 
and 9.0% respectively). 


On 31 December 1963 the pension fund of the German consumer co- 
operative movement had 46,185 policyholders and was paying pensions 
to 10,960 persons. During 1963, it received contributions totalling 23.8 
million DM and paid out 8.2 million DM in pensions and 3.4 million in 
profits returned to policy holders. ® 


Of the members of the fund 38,867 persons are paying compulsory 
personal contributions equivalent to 3% of their guaranteed earnings; 
the remaining 7,318 policyholders are persons who have been paying 
contributions for 25 years and are now exempted from paying further 
contributions under a decision taken at a General Meeting held on 22 
April 1960. 


Table 9 


DISTRIBUTION OF SHARE CAPITAL OF THE G.E.G. AND THE UNDERTAKINGS 
AFFILIATED TO THE Z.D.K. 


Percentage of capital held by— 





a 3 
` Capital ` | Ag 8 a 
Society Year See 8 e E E x m 5 E 3 E 
S8 o a A 5 FE 
C.E.G. ..... 1964 33.5 746 — 25.4 — — — 
Alte Volks- 
fiirsorge ... 1963 5 25 25 — D .— — 
Eigenhilfe .. 1963 48 25 25 — 50 — — 
Bank für Ge- 
meinwirtschaft .1964 120 — 2506 — 25.14 49.80 — 
Hochsee- 
fischerei-Glt. 1963 2 — 65.25 — 10 — 24.75 


(Information supplied by the Bank für Gemeinwirtschaft and the Z.d.K.) 


H. The Schulze-Delitzsch Movement 


The Schulze-Delitzsch movement offered a type of co-operation 
adapted to the needs of certain middle-class groups — artisans, small 
traders and owners of small industrial undertakings. Although the 
handicrafts co-operatives were severely hit by the Nazi regime, they have, 
generally speaking, recovered their pre-war positions. 


9 Id. 
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In 1963 there were 2,247 handicrafts co-operatives affiliated either to 
one of the 11 regional federations or to one of the five occupational 
federations. All of these federations are members of ie national feder- 
ation, known as the Deutsche Genossenschaftsverband (D.G.). 


The eleven regional federations had under their direction 713 people’s 
banks (including ten banks for public officials) and their five central 
federations, 1,066 marketing co-operatives (including 16 central pur- 
chasing co-operatives), 37 hire-purchase establishments and 16 credit 
co-operatives of various kinds. Each regional federation covers the 
territory of one Land, and all the co-operatives of the different kinds 
mentioned above in that Land belong to it. 























Table 10 : 
HANDICRAFTS CO-OPERATIVES: NUMBER OF SOCIETIES ang MEMBERSHIP 
IN 1963 
Í 
Type of co-operative Number of societies Membership 
1. Credit co-operatives: 
People’s banks ......... 713 1,161,472 
Savings and credit banks 
`~ ‘for railway employees 16 583,287 
Savings and credit banks 
for Post Office em- 
. ployees .............. nl 310,204 
Edeka Bank agencies ... 12 ©) 
Other =. rise ss 17 (—) 
Ä 719 —l- 2,054,963 
2. Hire-purchase organis- | 
QUONS aaa 37 9,200: 
3. Co-operatives for small- | 
scale transport undertak- 
MPS Lise is ossi 71 Ko 18,000 
4, Commercial co-operatives: | 
Edeka nn ce. 196 | 42,400 
Rewe: era 97 13,683 
Other asien 1,067 1,360 200,000 256,083 
TOTAL ......…. 2,247 | 2,338,246 


* The membership includes the 194 Edeka societies att to = Bank and. 
their 42,400 members (included in total in Column 4). 


(—) Not available, 
(SOURCE: Annual Report of the D.G. for 1963.) 


In contrast, the five occupational federations have nation-wide 
coverage; but only co-operatives in the branches they cover are entitled 
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to become members. Thus, in 1963 the federation of transport co- 
operatives had 72 member societies (21 inland water transport co- 
operatives, 50 road transport co-operatives and 1 transport credit 
co-operative); the Edeka federation had a membership of 194 primary 
co-operatives, their two central purchasing organisations and the Edeka 
Bank with its 12 agencies; the Rewe federation comprised 95 societies 
and their two central purchasing organisations; the fourth embraced 
21 savings and credit banks for post office employees; and the fifth 
consisted of 16 credit and savings banks for railway employees and a 
commercial co-operative. 


Handicrafts co-operatives can be divided into two main groups, 
irrespective of the federations to which they belong. On the one hand, 
there are the credit and hire-purchase co-operatives; on the other there 
are marketing, supply and transport co-operatives. 


At the end of 1963 the total membership of the handicrafts co- 
operatives was approximately 2.35 million. The membership was dis- 
tributed among the different branches of.activity as on the previous page: 


1. The Schulze-Delitzsch Credit Organisation. 


In 1963 the 713 people’s banks, with their 2,603 branch establishments, 
handled funds totalling 272,269.4 million DM. 


The people’s banks, if considered altogether, form a credit institution 
of considerable importance; compared with the Collective-Economy Bank 
the deposits they hold are almost four times as great and the total amount 
of credit provided by them is almost three times as great. Some two- 
thirds of all the deposits they hold are savings deposits. 


On 31 December 1963 the people’s banks held sight deposits totalling 
2,755 million DM, time deposits totalling 600 million, and savings deposits 
totalling 6,154 million; they had on their books discount credits totalling 
980 million DM, credits on current account totalling 4,430 million, and 
long-term credits amounting to 2,497 million. Their aggregate capital 
was 399.7 million DM, their aggregate statutory reserves 328.1 million 
and their aggregate balance sheet total 11,791 million. 10 


These banks are served by five central funds, which act as clearing 
houses and all of which are members of the D.G., the apex financial 
institution of the entire co-operative movement. At the end of 1963 
these funds (total capital 37 million DM, total statutory reserves 44 
million DM and aggregate balance-sheet total 2,439.3 million DM) held 
sight deposits totalling 723.1 million DM, time deposits totalling 784.5 
million DM and savings deposits amounting to 7.9 million DM; they also 
had outstanding 126.9 million DM worth of discount credits, 225.2 million 
DM in credits on current account and 727.5 million DM in long-term 
credits. 11 


10 Mitteilungen der deutschen Genossenschajtskasse, Jan. 1965. 
. 11 Tbid.; see also annual report of the D.G. for 1963. 
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Naturally, the central funds do most of their business with the 
people’s banks. At the end of 1963 non-bank customers only accounted 
for 221.1 million DM (sight and time deposits 213.2 million, savings 
deposits 7.9 million) out of total deposits of 1,515.5 million DM and 
145.5 million DM (discount and current account credits 86.1 million, 
long-term credits 59.4 million) out of a total of 1,109.6 million DM of 
credits granted. 

Figures indicating the activity of the savings and credit co-operatives 
for employees of the railways and postal services are given in table 1. 


Table 11 


OPERATIONS OF THE SIXTEEN SAVINGS AND CREDIT BANKS FOR RAILWAY 
EMPLOYEES AND THE TWENTY-ONE SAVINGS AND CREDIT BANKS FOR POST OFFICE 
EMPLOYEES ON 31 DECEMBER 1963 


(figures in million DM) 


Deposits Credits 
dee 8. H £ s « 2 SÉ 
Railways. 756.9 364.9 12.4 2994 676.7 1812 1792 3604 127 196 
Post Office 250.2 19 09 2170 2198 459 580 1039 60 76 


(SOURCE: ‘Annual report of the D.G. for 1963.) 


Two of the hire-purchase establishments do not publish reports. The 
consolidated figures for 35 other such establishments are as follows: 
capital 10.1 million DM, statutory and other reserves 6.5 million, balance 
sheet total 159.6 million; deposits, 4.2 million; credits granted, 152.2 
million (discount, 6.2 million, short and medium-term 145.8 million, long- 
term 0.2 million). 

There are a number of credit and insurance institutions (Bausparkasse 
Schwäbisch Hall, Deutsche Genossenschafts-Hypothekenbank, Raiffeisen- 
und Volksbanken-Versicherungsgruppe) which have roots in both the 
Schulze-Delitzsch and the Raiffeisen movements. These institutions, 
together with the D.G. will be examined in part IV. 


2. The Schulze-Delitzsch Commercial and Transport Co-operatives. 


At the end of 1963 there were 1,109 purchasing co-operatives (in- 
cluding 20 central organisations) of the Schulze Delitzsch type. During 
that year they had an aggregate turnover of approximately 14,100 million 
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DM. There were also 251 small-scale production and delivery co- 
operatives of various kinds, which had a total turnover of 384 million DM. 


The transport co-operatives are associations of small and medium- 
sized transport firms; they are empowered to purchase needed equipment 
and keep it in good running order. At the end of 1963 there were 21 
inland water transport co-operatives and 50 road transport co-operatives; 
there aggregate receipts are estimated at approximately 2,900 million DM. 


Table i2 


TURNOVER OF COMMERCIAL AND TRANSPORT CO-OPERATIVES 
(year ending 31 December 1963) 


Number of Turnover 
Branch of Activity societies (in million DM) 


1. Local purchasing co-operatives: 


— for retail stores: food .... 322% 4,753 
non-food .... ‘74 2,397 
— catering for handicraft undertak- 
ings: food .... 381 1,195 
non-food .... 217 412 
— catering for other occupational as- 
SOCIAHONS a a NEEN EEN REN EIER 95 1,089 1,295 10,052 


Central purchasing organisations: 
— catering for commercial groups: 




















Edeka .... 2 
Rewe .... 2 
others .... 2 
— catering for handicraft undertakings 14 20 4,057 
Total for purchasing co-operatives .. 1,109 14,109 
2. Production & delivery co-operatives .. 251 384 
Totals for commercial co-operatives 
EEA ae cee ss as net ns 1,360 14,493 
3. Transport co-operatives: - n 
estimated commercial turnover ...... 175 
estimated total freight charges ...... 2,650 
Totals for transport co-operatives .. 71 2,825 


* including 194 Edeka and 95 Rewe co-operatives. 


(SOURCE: Annual report of the D.G. for 1963.) 
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IL The Raiffeisen Movement 


At the end of the nineteenth century there were two separate unions. 
of agricultural co-operatives in Germany; one of them was made up of 
co-operatives established in accordance with the principles laid down by 
F.W. Raiffeisen and the other consisted of co-operatives founded by 
Haas. The two rival federations amalgamated in 1930. 


Unlike the consumer co-operatives and the Schulze-Delitzsch societies, 
the agricultural co-operatives did not suffer irreparable harm under the 
Nazi regime; on the other hand, the price they had to pay for their 
relative immunity was complete subjection to the aims of the Party’s 
economic plans. They recovered their autonomy after the war, and in 
1948 the federation was re-established under the name it still bears. 
(Deutscher Raiffeisenverband). 


Table 13 


AGRICULTURAL CO-OPERATIVES: NUMBER OF LOCAL AND CENTRAL SOCIETIES 
AND MEMBERSHIP ON 31 DECEMBER 1963 


No. of No. of 
Sector of Activity local central Membership 
societies organisations 
1. Credit co-operatives ........ 10,297* 13  2,357,900 
2. Commercial co-operatives: 
— supply and marketing .. 2,163 14 
— dairy products ........ 5,035 16 
SORES sr orien EEN 66 } 
— livestock products ...... 262 12 : 
== WINE: ideas 538 7 
— fruit and vegetables .... 189 1 
— miscellaneous .......... 442 8,695 20 70 : 
ie se 2,024,200 
3. Service co-operatives: 
— machinery ............. 751 — 
— cold storage ........... 477 — 
— electricity supply ....... 228 — 
— water supply ........... 311 — 
= OUNENS she ui 892 2,659 — — 
TOMS. zieren 21,651 83 4,382,100 





ne 


* of these, 8,618 also report earnings from sales of goods. 


(SOURCE: Jahrbuch des Deutschen Raiffeisenverbandes, 1963.) 
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At the end of 1963 the Raiffeisen federation had 21,651 local societies 
and 83 central organisations and a total individual membership of 
4,382,100 persons. 18 Between the local co-operatives and their central 
organisations on the one hand and the apex organisation on the other 
there stand 13 regional federations. 


Just before the Second World War there were 26,172 local societies 
and 78 central organisations, with a total membership of 3 million, in 
Germany. Notwithstanding a tendency towards concentration at the 
local level which has been.apparent since 1938, local societies are usually 
relatively small. In 1962, only 2.3% of them had over a thousand members, 
while the largest group (containing 26.6% of all co-operatives) was the 
group of societies with between 50 and 100 members. 


In 1962 local societies invested 490.3 million DM and the central 
organisations 113.7 million, making a total of 604 million DM. It is 
estimated that during the following year investments totalled approxim- 
ately 580 million DM. 


In 1962 the local societies had a total of 185,481 persons in their 
employ and the central organisations 9,161 persons. However, only 
50% of these persons were full-time employees. 


1. The Raiffeisen Credit Network, 


a) Agricultural Credit Co-operatives and their Central Financial 
Organisations. 


It is interesting to note that in 1962 only 40% or so of the members 
of agricultural credit co-operatives were in fact farmers. The remaining 
60% of the membership was made up principally of workers (32.5%), 
owners of small industrial establishments (10.2%) and artisans (8.6%). 
In fact, the agricultural credit co-operatives had deliberately set out to 
make their facilities available to everyone. 


At the end of 1963 the 10,297 local credit co-operatives, together with 
their 3,170 branch establishments, were handling a total of 195 million 
DM and the central organisations 193.2 million DM. 13 


The figures in table 20 do not include deposits lodged by bankers or 
credit facilities granted to bankers by the thirteen central organisations. 
Thus all the figures apply to non-bank customers only. 


12 This figure is certainly an exaggeration, as large numbers of farmers are 
affiliated simultaneously to two or three agricultural co-operatives performing different 
functions. 

13 These figures are provisional. 
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Table 14 


FINANCIAL POSITION OF AGRICULTURAL CREDIT CO-OPERATIVES AND THE 13 CENTRAL. 
FINANCIAL ORGANISATIONS ON 31 DECEMBER 1963 * 


(in million DM) 


Deposits Credits 


> 
Type of o u S ag ~ Së 
credit co- as + Ei Ss S SE a St 
operative 4 g = a3 > g S S S zi g g S B S 
ze? , Ki A3 
MNH Th ai 5) E Q O< 33 Es O um 
Local l 
societies .. 16,851.8 3,748.4 10,125.9 13,874.3 417.2 5,263.1 4,210.1 9,890.4 398 520 
Central 
organ- 


isations* * . 5,413.8 595.8 120.7 656.5 248.0 654.1 471.7 1,373.8 121 114 
Totals .... 22,265.6 4,284.2 10,246.6 14,530.8 665.2 5,917.2 4,681.8 11,264.2 519 634 


* The figures are provisional. 
** For non-bank customers only, 


(SOURCE: Jahrbuch des Deutschen Raiffeisenverbandes, 1963.) 


It will be observed that 72.7% of the funds held by local societies. 
were savings deposits. 

The deposits held by the central organisations on 31 December 1963 
totalled 3,921 million DM; 17% of this amount consisted of deposits by 
non-banking customers. Of the remaining 83%, nearly all (79% of the 
total, or approximately 3,100 million DM) consisted of deposits by 
agricultural credit societies; the remainder came from other banks. 

At the end of 1963 the credits granted by the 13 central organisations 
totalled. 2,387 million DM. Of this amount 42.4% (1,013 million DM) had 
been made available to agricultural credit co-operatives and 57.6% (1,374 
million) to other banks. 


b) The Co-operative Mortgage Banks. 


The Raiffeisen network includes two mortgage credit institutions — 
the German Co-operative Mortgage Bank (Deutsche Genossenschafts- 
Hypothekenbank) and the Agricultural Bank of Bavaria (Bayerische Land- 
wirtschafisbank). 

As the former institution is owned jointly by the Raiffeisen and 
Schulze-Delitzsch movements, it will be dealt with in section IV of this 
study. 

On 31 December 1963 the Agricultural Bank of Bavaria had a total 
capital of one million DM and a total membership of 18,967. Its balance- 
sheet total for the financial year 1963 was 625.4 million DM. It had 


FEDERAL REPUBLIC OF GERMANY: CO-OPERATION d 31 


outstanding long-term credits totalling 536.1 million DM and short and 
medium-term credits of a total amount of 5.2 million. Its principal 
function is to provide loans at relatively low rates of interest to rural 
undertakings to assist them to introduce the structural improvements 
incumbent on them under the provisions of the Green Plan. It also makes 
loans to the building sector. | 


* 
CE à 


Tables 15 and 16 show the distribution of deposits effected and 
credits received by non-bank customers among the different types of 
credit institutions in the Federal Republic of Germany (including the 
Saar and West Berlin). 


Table 15 


DISTRIBUTION OF DEPOSITS OF NON-BANK CUSTOMERS AMONG THE DIFFERENT TYPES 
OF CREDIT INSTITUTIONS ON 31 DECEMBER 1963 


(in million DM) 


Sight and time 


deposits Savings deposits Total deposits 


Institution 


in million % of in million % of in million % of 
DM total DM total DM total 





Raiffeisen credit co- 


operatives ........ 3,748.4* 538 10,125.9* 11.73 13,874.3* 8.89 
Raiffeisen central or- 

ganisations ....... 535.8 0.77 120.7 0.14 656.5 0.42 
Schulze-Delitzsch cre- 

dit co-operatives .. 3,686.3 5.29 6,680.6 7.74 10,366.9 6.64 
Schulze-Delitzsch cen- : 

tral organisations . 213.2 0.31 79 0.01 221.1 0.14 
Savings banks ...... 17,091.1 24.51 51,8163 60.03 68,907.4 44.16 


Central organisations 
of savings banks ..  5,119.1 7.34 270.2 0.31 5,389.2 3.45 


Deposit bank ....... 35,747.7 51.27 12,5842 1458 483319 30.97 

Savings banks for Post 
Office employees .. 2,641.8 3.79 4,701.2 5:45 7,343.0 4.71 
Other institutions ... 937.2 1.34 12.8 001 950.0 0.62 
Total ...... 69,720.6 100.00 96,319.8 100.00 156,040.4 100.00 


* Provisional figures. 
** Including the Saar and West Berlin. 


(SOURCE: Jahrbuch des Deutschen Raïffeisenverbandes, 1963.) 
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On 31 December 1963 the Raiffeisen credit network was managing 
6.1% of all sight and time deposits, 11.9% of savings deposits and 
9.3% of all the deposits made by non-bank customers. The corresponding 
proportions for the Schulze-Delitzsch network were 5.6%, 7.8% and 
6.8%. 


During that year the Raiffeisen and Schulze-Delitzsch movements 
provided respectively 8.4% and 7.3% of all discount and current account 
credits, 3.5% and 2.2% of all long-term credit and 5.3% and 4.1% of 
all credit extended to non-bank customers. 


Table 16 


CREDIT EXTENDED TO NON-BANK CUSTOMERS BY THE DIFFERENT TYPES 
OF CREDIT INSTITUTIONS AS AT 31 DECEMBER 1963 


(in million DM) 


ko o ak Total credits 
Institution À TE 
in million % of in million % of 
DM total DM total 
Raiffeisen credit co- 

operatives ........ 5,680.3* 7.25 4210.1* 3.13 9,890.4" 4,65 
Raiffeisen central or- | 
ganisations ....... 902.1 1.15 471.7 035 1,373.8 0,65 


Schulze-Delitzsch cre- 
dit co-operatives .. 5,655.6 | 7.22 2,945.5 2.19 8,601.1 4.04 


Schulze-Delitzsch cen- 

tral organisations . 86.1 0.11 59.4 0.04 145.5 0.07 
Savings banks ...... 12,452.2 15.89 37,617.7 28.00 50,069.9 23.54 
Central organisations. 

of savings banks .. 4,923.5 628 21,9100 1631 26,8335 12.61 
Deposit bank ....... 40,365.7 51.51 11,295.1 8.41 51,660.88 24.29 
Mortgage credit banks ` . | 
. and public mort- 

gage credit institu- 

HONS: A e 512.2 065 393483 29.29 39,8605 18.74 


Other institutions ... 7,783.3 9.94 16,496.5 12.28 . 24,279.7 11.41 





Total: see: 78,360.9 100.00 134,354.3 100.00 . 212,715.2 100.00 








* Provisional figures. 
** Including the Saar and West Berlin. 


(SOURCE: Jahrbuch des Deutschen Raiffeisenverbandes, 1963.) 
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2. The Raiffeisen Trading and Farming Co-operatives. 


In 1963 the trading and farming co-operatives in the Raiffeisen 
movement and their central organisations had a total turnover (including 
income from dealings in goods reported by 8,618 credit co-operatives) 
of approximately 21,000 million DM. If the value of exchanges between 
co-operatives is deducted there remains a total of 15,400 million DM. 


Table 17 ` 
TURNOVER OF RAIFFEISEN COMMERCIAL AND FARMING CO-OPERATIVES 


AND THEIR CENTRAL ORGANISATIONS IN 1963 * 
(in million DM) 


Type of Co-operative Turnover 


i. Commercial Co-operatives: 


— supply and marketing ............... 2,151.3 
— dairy produce ......... RE 6,542.5 
— fruit and Kees eege SE | 419.5 
— WINE on eee ee wee eee EA E EE 250.2 
Trading turnover of credit co-operatives .. 2,526.4 
Other co-operatives (including farming co- 
ODOTAUVES) Lisseur ae 1,071.3 
TO Lan did cool EN 12,961.2 
2. Central Organisations: 
— supply and marketing ................ 4,711.3 
— marketing of dairy produce and eggs .. 1,694.0 
— livestock produce ...........,,,....,.,. 1,571.2 
— wine marketing ...,.......,.,...,... 50.7 
Total ........ Are Henri rs 8,027.2 
Grand Total (1 + 2) ..:................... 20,988.4 


EE 
"EE 
* These figures are provisional. 


(SOURCE: Jahrbuch des Deutschen Raiffeisenverbandes, 1963.) 


Figures for the turnover of farming co-operatives in 1963 are not yet 
available. However, the figures for 1962 show that in that year they 
accounted for approximately 0.7% of the entire EE of the co- 
operative movement as a whole (19,989 million DM). 
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Table 18 


TURNOVER OF RAIFFEISEN FARMING CO-OPERATIVES IN 1962 
(in million DM) 


Type of Co-operative Turnover 

Electricity co-operatives: sales .,.........,.... 5.0 

supplies u. 46.5 
Machinery and threshing co-operatives ......... 47 
Pasture co-operatives ......,........,,...,.... 0.8 
Water supply co-operatives ................... 1.2 
Stock-rearing co-operatives ...............,... 19.4 
Co-operative distilleries and starch factories .... 33.1 
Other farming co-operatives .................. 31.6 
e KC BEE 142.3 





(SOURCE: Jahrbuch des Deutschen Raiffeisenverbandes, 1963.) 


IV. Credit and Insurance Institutions Jointly Owned by the Schulze-Delitzsch 
and Raiffeisen Movements 


1. The German Co-operatives Fund (Deutsche Genossenschaftskasse). 


The German Co-operatives Fund is the apex co-operative banking 
institution in Germany. 


On 31 December 1963 its capital, of a total amount of 17.95 million 
DM, was held partly by the federal authorities and the Länder (22.8%) 
and partly by co-operatives and other financial institutions (77.2%). 14 


The membership of the Fund includes not only handicraft co-operatives 
of the Schulze-Delitzsch type and Raiffeisen agricultural co-operatives 
but also consumer co-operatives and their central federation, housing 
co-operatives and certain central co-operative institutions such as the 
Agricultural Bank of Bavaria. 


14 Information supplied by the Fund. 
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Table 19 


POSITION OF THE GERMAN CO-OPERATIVES FUND 
ON 31 DECEMBER 1963 


(in million DM) 


Credit Extended 
Sir ee ae: a E e Capital Statutory 
o eposi Curren ng- Reserves 
Discount count term . Total 





3,6693 2,251.1 8045 349,7 1,3276 2,481.8 1795 131.0 


(Sources: Der Verbraucher, 18 July 1964, and Jahrbuch des Deutschen 
Raiffeisenverbandes, 1963.) 


The bulk of the Fund’s business is done with the Raiffeisen co- 
operatives. At the end of 1963 the funds deposited by the central 
agricultural funds with this institution totalled 1,411 million DM, or 
62.7% of all the deposits held by the Fund, and the credits granted to 
them by the Fund (569.5 million DM) represented 42.9% of all the credit 
provided by the Fund. 


2. The German Co-operative Mortgage Bank (Deutsche Genossenschafts- 
Hypothekenbank). 


Table 20 


GENERAL POSITION OF THE GERMAN CO-OPERATIVE MORTGAGE BANK 
ON 31 DECEMBER 1963 : 


(in million DM) 


Balance-Sheet Long-term Short-term Statutory 
Total Deposits eredits credits Capital Reserves 
1,348.1 1.1 1,146.9 27.5 25.0 220 


(SOURCES: Jahrbuch des Deutschen Genossenschaftsverbandes für 1963; Jahr- 
buch des Deutschen Raiffeisenverbandes, 1963.) 


The figure for long-term credits includes mortgage credits and loans 
granted to or guaranteed by local authorities. Most of the credit provided 
goes to agriculture and the building industry. 
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3. The Schwäbisch Hall Building Society Savings Fund. 


In 1963 this Fund concluded 87,720 new savings agreements involving 
the accumulation of capital sums amounting to 1,073 million DM. 
Approximately 60% of the new members were wage earners, salaried 
employees and civil servants. At the end of 1963 there were 486,352 
agreements in force involving the constitution of capital sums totalling 
9,416 million DM. 


On the same date the Fund held savings deposits for house-building 
totalling 1,729 million DM and had granted credits of a total value of 
1,238 million, During 1963 it helped to finance the construction of 
18,326 dwellings. 


4. The Raiffeisen- und Volksbanken-Versicherungsgruppe (a joint in- 
surance institution established by the Raiffeisen Funds and the 
People’s Banks). 


This body consists of a group of undertakings — a general insurance 
institution, a life assurance institution and a pension fund. In 1963 they 
collected premiums and contributions (not including re-insurance pay- 
ments from one member to another) totalling 266 million DM. 


Table 2] 


GENERAL POSITION OF THE RAIFFEISEN-SCHULZE-DELITZSCH 
INSURANCE INSTITUTIONS ON 31 DECEMBER 1963 


Total premium 
Number of Total amount e Total benefits 
Insurance current insured (in 8 Contribution paid in 1963 
policies million DM) (in million DM) (in million DM) 
General Insur- 
ance Institute . 1,109,488* — 128.7* 73.3 
Life assurance 
institute ...... 260,256 1,887.4 75.5 11.9 
Pension fund .. 3,852** — 3.34 1.71 


* Not including transport and cold storage insurance. 
** Active members. 


(SOURCE: Jahrbuch. des Deutschen Raiffeisenverbandes, 1963.) 


V. Housing Co-operatives 15 


On 31 December 1963 there were in the Federal Republic of Germany 
(including West Berlin) 2,217 residential construction firms of recognised 
public utility affiliated to the Genera! Federation of Public Utility Housing 


1§ The author wishes to offer her sincere thanks to the Federation for having 
provided hitherto unpublished information concerning its activities in 1963. 
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Construction Firms (Gesamtverband gemeinnütziger Wohnungsunter- 
nehmen - GgW) through the intermediary of nine supervisory federations, 
The majority of these undertakings are organised along co-operative 
lines. 


On the same date there were 1,568 housing co-operatives with a 
membership of 1,204,617 persons and an aggregate share capital of 
722.2 million DM. 


| Table 22 


NUMBER OF DWELLINGS MANAGED BY PUBLIC UTILITY HOUSING CONSTRUCTION 
FIRMS ON 31 DECEMBER 1963 








Number of dwellings administered 
Number of - 
societies for permanent for eventual 


purchase Total 





All public utility hous- 
ing construction firms 2,217 2,247,672 120,359 2.368,031 
Co-operative public uti- 
lity housing construction 
mer hs is 1,568 723,462 37,074 760,539 


During 1963 the 2,217 housing construction firms completed 127,402 
new dwellings for their own purposes and 25,065 dwellings for other 
parties. Co-operatives built 26.8% of dwellings in the first group and 
39.1% of dwellings in the second. 


Table 23 


NUMBER OF DWELLINGS CONSTRUCTED BY PUBLIC UTILITY HOUSING 
CONSTRUCTION FIRMS IN 1963 


Number of dwellings completed 


f 
ee À Total 
All public utility housing construction 
TITINS.. Lee tak Adee eee nares 127,402 25,065 152,467 
Co-operative public utility housing 


construction firms only ............ 34,097 9,798 43,895 


In 1963, 26.8% of all the new dwellings (569,500 units) built in the 
Federal Republic of Germany (including West Berlin) were built by 
public utility housing construction companies and 7% by co-operatives 
in the same group. 


CO-OPERATIVE AND OTHER FREE COLLECTIVE-ECONOMY 
UNDERTAKINGS IN THE FEDERAL REPUBLIC OF GERMANY 


by 


Gerhard WEISSER, 
Professor at Cologne University 


In this article the term “free collective-economy tindertakings” will 
be used to denote undertakings which, although managed by non-public 
economic agencies, are nevertheless performing economic functions 
pertaining to public agencies. 


Free collective-economy undertakings form a group are from 
public undertakings (which are under the control of public authorities) 
on the one hand and private undertakings (directly controlled by 
private agencies) on the other. In this article we shall examine suc- 
cessively free collective-economy undertakings controlled by consumers 
and producers, institutions providing aid to persons of modest means, 
trade union undertakings, welfare and cultural institutions, mixed 
undertakings (i.e. undertakings managed jointly by public authorities 
and private enterprise) and, lastly, undertakings established as a 
consequence of the replacement of assistance schemes by schemes based 
on co-operation. 


L Free Collective-Economy Undertakings Controlled 
by Consumers 


There are large numbers of consumer-controlled undertakings of a 
great variety of different types in the Federal Republic of Germany. 
In addition to those producing goods and services for immediate con- 
sumption, there are undertakings producing or managing durable 
consumer goods, mutual-aid institutions receiving and investing savings 
deposits and providing credit facilities to households, etc. Obviously, 
many are concerned with providing basic articles such as food, clothing, 
and fuel; but there are many others, providing, for example, cultural 
facilities such as the printing and supply of books, theatrical pro- 
ductions, etc. This group also includes the thousands of organisations 
for nature lovers, physical fitness groups, etc. 


One of the largest groups of consumer-controlled organisations in 
the Federal Republic—as in many other countries—is the group of 


40 GERHARD WEISSER. 


consumer and housing co-operatives. The membership of the people’s 
banks and the rural savings and credit funds include large numbers of 
employees and civil servants—i.e. consumers. These institutions are 
expected by their members to administer the savings deposits they 
receive in accordance with the principles of a service-oriented economy, 
to offer credit-facilities and to undertake a certain number of financial 
operations. ‘The mutual-aid insurance institutions—another extremely 
large group of consumer-controlled institutions—are also managed in 
accordance with the principles of a service-orientated economy; as 
economic entities they closely resemble co-operatives in many ways. 

The similarity between all these different types of consumer-con- 
trolled organisations and the fact that the social tasks they perform 
give them a number. of common interests have attracted much less 
attention in Germany than elsewhere. Even the German national section 
of ICRICE and the Berlin Public Economy Society have not yet 
established comprehensive systems of classification by type of organ- 
isation for a number of groups of organisations of this kind. ` 

Consumer co-operatives in the Federal Republic of Germany have to 
cope not only with discriminatory legislation but also with fierce com- 
petition from the big retailing organisations and in particular the 
“voluntary chains” of retail ‘stores, which have established close links 
of a non-co-operative character with wholesaling organisations. 

We must now turn to the question of whether these undertakings 
controlled by and serving consumers in ‘one way or another, and in 
particular by the application of price-setting policies based on the 
principles of a service-orientated economy, should be considered as 
collective-economy undertakings; in other words, do undertakings of 
this kind have special functions of a public-service character? If one 
accepts the somewhat arbitrary criterion that only undertakings actively 
furthering a social policy may be considered as forming part of the 
collective-economy sector, large numbers of consumer-controlled - 
organisations, notwithstanding the service-orientated nature of their 
management, will have to be excluded. Acceptance of this criterion 
would, for instance, debar the mutual insurance companies which offer 
policies exclusively to relatively well-off persons. Rural and urban 
credit. co-operatives would also be debarred owing to the fact that the 
majority—or at least a considerable proportion—of their customers are 
producers whose means, although not necessarily substantial, are cer- 
tainly not exiguous. Nevertheless, all these different groups of under- 
takings, in addition to following service-orientated ‘criteria in the setting 
of their prices, are performing a number of functions which may in 
their social context be considered as pertaining to public service. Let 
us, for example, recall their importance from the standpoint of a 
policy designed to foster competition. The tariff policies followed ‘by 
the mutual insurance companies (and in particular the payment of 
dividends to policyholders) forced the profit-making private companies 
several decades ago to offer similar benefits to their own policyholders. 
(In the case of credit co-operatives the competition-promoting aspects 
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of an economically sound policy designed to strengthen the middle 
classes is of particular importance in the Federal Republic today on 
account of the prevalent trend towards concentration, particularly as 
such a policy will be designed not only to enable small and medium- 
sized undertakings to operate profitably but also to safeguard the 
imponderable values of economic independence to which the champions 
of a liberal-type social organisation attach to. much importance. This 
remark applies to all credit co-operatives but primarily to those which 
are co-operatives of producers.) 


In this sector, as well as in that of free collective-economy welfare, 
cultural and health institutions, it is particularly important that the 
requirement that an undertaking should have the legal status of a 
co-operative, or even that it be recognised officially by an authority 
responsible for public utility functions, to be accepted as a collective- 
economy undertaking be rescinded. The results of an inquiry carried 
out by the Study Group on Co-operation at Cologne University ! under 
the auspices of the German Research Association show that there are 
large numbers of economic units which, although merely registered 
associations in law, are in fact free collective-economy undertakings 
(and very often, from the economic standpoint, co-operatives). ? 


If. Producer-Controlled Free Collective Economy 
Undertakings 


The different types of producers’ co-operatives encountered in the 
Federal Republic of Germany are basically similar to those encountered 
in most of the older industrialised countries and, like them, have in 
recent years been undergoing a steady process of change. The changes 
which have taken place in the scope of the co-operative collective- 
economy sector have been analysed in an international context at the 
different ICRICE congresses and particularly at the Rome congress. 
There can be no doubt that producers’ co-operatives of the conventional 
type, as they originally developed during the nineteenth century, are, 
like all co-operatives of the conventional type, in an EE difficult 
situation today, 


| 1 The inquiry was directed by Dr. B. Schroifr. The findings are to be published 
shortly under the title Genossenschaftliche Gebilde in der Form des rechtsfähigen Vereins 
(Co-operative entities established in the form of associations with legal personality) by 
Otto Schwarth & Co, Göttingen. | 

2 In recent years certain types of small and medium-sized undertakings have been 
developing in the agricultural and handicraft sectors which from the economic stand- 
point are co-operatives even though semantically they are not. They are designed, not 
to bring about or facilitate the amalgamation of the member undertakings, but rather 
like the conventional economic promotion co-operatives—to provide facilities for the 
joint handling of specific functions such as the development of new lines of goods and 
manufacturing methods, sales promotion and marketing, the payment of social benefits 
within undertakings, etc. Although undertakings of this kind are de facto co-operatives 
they have in practice refrained from adopting the legal forms of co-operative societies, 
to some extent on account of fears of communist leanings to which the word might 
give rise; however, this does not alter the fact that imstitutions of this kind are 
fundamentally: co-operatives. 
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In the marketing and handicraft fields undertakings which are 
members of producers’ co-operatives are gradually being forced to 
transfer more and more of their functions to the society, or even to 
establish related undertakings of a non-co-operative character, in order 
to be able to withstand the competition of the giant firms and groups 
of firms in the private sector. This course is fraught with danger ; but 
it is difficult to conceive any other. It makes it harder for the co- 
operatives to protect the independence of the member undertakings. 
It sometimes happens that the members transfer so many of the 
functions of their undertakings to the co-operative or to branches 
thereof that they become mere administrators managing what have in 
effect become subsidiaries of the co-operative. 


In agriculture, too, small and medium-sized undertakings are in an 
equally precarious situation on account of competition from the big 
private undertakings and from foreign producers, Far-reaching mea- 
sures may be necessary to avert these dangers. Admittedly, in the 
Federal Republic of Germany, as in the rest of the European Economic 
Community and in many other countries, agricultural policy provides 
for a substantial measure of protection. But even with this factor in 
mind it is to be wondered whether the prospects offered by agricultural 
mechanisation, and particularly motorisation, are not now tempting 
enough to attract large-scale investment in big farms or even in groups 
of big farms. This factor constitutes one of the reasons why it would 
be interesting to know to what extent German farmers would be pre- 
pared to run their farms jointly along co-operative lines in association,- 
on a basis of either pooled ownership or maintenance of individual 
ownership. It will be remembered that the problem of the circumstances 
in which co-operatives of this kind could be established and survive 
has given rise to considerable controversy among students of co- 
operation. In fact, specialists in the problem are coming out—either 
privately or openly—in favour of developments along these lines in 
view of present circumstances. If reforms of this kind can be introduced 
one must expect the size of individual undertakings gradually to 
increase. If this occurs and the existing unsatisfactory features of the 
organisation of agricultural markets continue to subsist, it will be in 
the public interest to promote the development of economically and 
socially sound and viable organisations of this type. Measures of this 
kind will offer safeguards for the principles of private initiative and 
economic responsibility even though no individual is rich enough to be 
able to own and operate by himself a competitive medium-sized or 
large farming unit; for individual responsibility will be superseded by 
group responsibility. In a free society people cannot be coerced into 
membership of organisations of this kind, as was done in Eastern 
Germany; in fact, any reference to this problem in the Federal Republic 
almost inevitably brings to mind the system of compulsion which the 
East German government is applying. On the other hand, it must be 
recognised that, from the standpoint of a free society, a system of 
group economic responsibility is in many respects more positive than 
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the more extreme existing forms of organisation of the market for 
agricultural produce and deserves at the very least an unprejudiced 
examination. 1 


The same considerations apply to institutions of similar types in the 
handicraft sector. In the Federal Republic of Germany there are very 
few co-operatives of producers of handicraft wares. As economic 
entities they are sound; but they suffer from the same drawback as 
producers’ co-operatives of other types, namely the fact that, although 
new members are needed at all times, the purchase price they have to 
pay for their shares is either so low that the shares become a gift or 
is fixed at a level corresponding fairly closely to its economic value, 
which is discouragingly high. In addition, the voting methods for 
which the legislation on co-operatives provides is not really suitable 
for undertakings of this kind. 


III. Free Collective-Economy Undertakings or Guidance to Persons 
of Modest Means 


A third category of free collective-economy undertakings, and one 
which is also distinct from the welfare, cultural and trade union groups, 
is the group of undertakings—many of which are substantial—the pur- 
pose of which is to increase the purchasing power of persons of modest 
means (and particularly of workers) by organising meetings, arranging 
for consultations and furnishing aid guidance in accordance with the 
principles of a service-orientated economy, without, however, giving the 
beneficiaries of their work a say in their management. 


This group includes in particular the majority of the privately 
operated building societies, notwithstanding the fact that, like mutual 
insurance companies, they are not generally recognised as having the 
status of free collectives-economy undertakings. They are, however, 
controlled by free forces in society and are run—to a considerable 
extent, at any rate—in accordance with the principles of a service- 
orientated economy; in other words, they are performing tasks falling 
within the sphere of competence of public authorities and defined in an 
institutional manner. These tasks were originally purely social in 
character, but have now a broader significance. The privately operated 
group of building societies today includes a number of savings funds 
of considerable size which, although not run along co-operative lines, 
are nevertheless free collective-economy undertakings in that they are 
long-established organisations originally founded primarily for the 
pursuit of philanthropic aims. The group of free collective-economy 
undertakings providing aid for persons of modest means also includes 


1 In this connection see Dr. Alois NIENABER : Neue landwirtschaftliche Unternehmens- 
typen in der BRD? Ein Vorschlag zur Lösung agrarpolitischer Probleme in Marktwirt- 
schaften (Proposais to overcome problems of agrarian policies in market economics 
such as the Federal Republic of Germany by the development of new types of farm 
units), Verlag Duncker & Humblot, Berlin (to be published shortly). 


44 GERHARD WEISSER 


building societies established as limited-liability companies, institutions 
facilitating small-scale purchases of land, insurance companies 
operating in the same field, the Trade-Union Collective-Economy Bank 
and a number of other institutions receiving savings deposits. All thes2 
institutions have today a moral responsibility for the performance of 
certain functions which could not be properly discharged by a market 
economy in which the profit motive would be the only incentive. The 
German economy is rapidly expanding and needs a substantial volume 
of capital to finance its new investments. These needs cannot be met 
entirely from forced saving without prior accumulation of individual 
wealth (achieved by large-scale self-financing schemes operating at the 
expense of the consumer), the accumulation of private savings in the 
traditional manner (which is also a function of the accumulation of 
wealth) and capital accumulation by the public authorities; it is essen- 
tial that persons of modest means also achieve a substantial volume of 
saving, Experience has shown that these sectors of the population will 
increase the volume of their savings considerably if savings institutions 
specially tailored to their needs are established. Savers without any 
special technical knowledge will tend to take their savings to credit 
establishments whose usefulness to the community at large is defined 
institutionally (which does not mean that it has to be recognised 
legally). In addition to offering would-be savers facilities corres- 
ponding to the public interest, institutions of this kind help to increase 
the number of persons prepared to invest in the national economy (and 
possibly the total amount of their deposits and the scope for medium 
or long-term investment thereof as well). . 


In addition to performing this function, a large number of free 
collective-economy undertakings in this group provide or distribute 
benefits payable in accordance with policies relating to family welfare, 
health, house ownership, town planning,- standards of comfort and 
culture. 


IV. Undertakings Controlled by Trade Unions 


One striking feature of the economy of the Federal Republic of 
Germany is the number of collective-economy undertakings controlled 
by trade unions or similar organisations. The largest of these are 
the Neue Heimat: group of housing societies, the Collective-Economy 
Bank and a group of building enterprises; there are also a number of 
rest homes: for workers’ travel agencies and other organisations. The 
Institute for the Provision of Homes for Salaried Employees (GAGFAH), 
the public-service character of which has been officially recognised, 
originally belonged to various occupational associations of workers; 
but when the Nazi régime was established it was converted into a 
public undertaking of a rather unusual type to avoid confiscation by 
the Labour Front. Space does not permit us to describe here the nature 
and the activities of all of these; suffice it to say that most of them 
have substantial amounts of-capital. 
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Something should be said here about trade union policy towards 
workers’ production co-operatives—that is to say, companies owned by 
groups of persons working in them. Owing to a variety of circum- 
stances of a political as well as of an economic character, there are 
very few co-operatives of this kind in the Federal Republic. The 
economic factors would lose much of their validity if the trade unions 
were prepared to accept part ownership of workers’ production co- 
operatives and help to finance them. If this were done it would 
obviously be preferable to modify the legal status of the co-operatives 
by converting them into joint-stock companies while continuing to run 
them along co-operative lines. The Mutual Aid and Social Research 
Institute in Cologne once planned to establish a number of pilot under- 
takings of this type. All the workers who agreed to take part in the 
experiment were members of trade unions, All the necessary financial 
backing was at hand (with the exception of various grants which the 
public authorities should have made). One of the firms had even 
received orders for goods. The project broke down because the services 
which were responsible for promoting it did not appreciate the oppor- 
tunities it offered for furthering social policy and access to ownership. 


Within the framework of the latter policy the trade unions have 
recently succeeded in securing means whereby workers can become 
shareholding members of co-operatives of this kind. Unfortunately, 
space does not permit a description of the scheme here. Mention should 
also be made of the fact that a number of large undertakings have 
voluntarily established schemes which in some respects further the 
policy of the promotion of access to ownership. 


V. Free Public Service Organisations Controlled 
by Welfare and Cultural Organisations 


In the Federal Republic of Germany there are large numbers of 
collective-economy organisations--some of them of considerable size—- 
owned by non-state controlled welfare and cultural organisations. 
They include hospitals, old people’s homes, housing societies, etc. In 
recent years some of them have experimented with the provision of 
development aid. The free collective-economy hospitals only make up 
a small proportion of all the collective-economy hospitals; obviously, 
in this particular sector one must expect to find publicly controlled 
undertakings in large numbers. Undertakings owned by welfare and 
cultural federations in the Federal Republic of Germany have suffered 
in the past—and still suffer to some extent today— from the conse- 
quences of the tendency (which is still far from having died out) to 
appoint as their executive heads civil servants, members of the clergy 
or of the teaching profession, etc., who, although eminently respectable 
persons, are sadly lacking in knowledge of practical economics and in 
initiative to seek means of increasing the profitability of the under- 
takings for which they are responsible, notwithstanding the fact that 
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the undertakings concerned are, stricktly speaking, economic enterprises. 
and as such should be operated with a view to earning a profit, or at 
least to covering their costs. It is this practice which lies at the root 
of the belief—widely held throughout the world—that collective- 
economy undertakings operate less economically than privately owned 
ones. The well-known prejudice against undertakings which do not 
earn profits on the grounds that they are “uneconomic” (as if the 
earning of profits were an end in itself) has lent further credence to 
this belief. It was not until quite recently that students of the economy 
of the undertaking began to work out new methods of assessing 
results, based on the theory of operation of collective-economy under- 
takings; these methods permit the refutation of the charge that an 
individual economic undertaking has no right to consideration as such 
unless it is earning profits (or at least the earning of profits forms an 
essential part of its objectives). These new experiments in the field of 
the theory of the economy of the undertaking will be discussed in Berlin 
at the next ICRICE congress. Obviously, the technical knowledge and 
abilities of the managers of an undertaking are of equal importance 
whether the primary aim of that undertaking is to earn a profit or not. 
Fortunately, cases of appointments of non-technical persons of this 
kind are much less frequent now than they used to be. Today failure 
to earn profits is usually due to causes rising out of the complexity of 
large-scale undertakings, irrespective of whether they are publicly or 
privately owned. 


VI. Mixed Collective-Economy Undertakings 


There are also collective-economy undertakings controlled jointly 
by public authorities and private persons or institutions. 


Economic activity is perpetually developing new organisational 
forms to meet its needs. The first mixed-economy undertakings— 
established many years ago—were those in which public authorities, 
with a view to carrying out functions within their sphere of res- 
ponsibility, entered into association with private persons or institutions 
pursuing private interests, Where this occurred the interests of the two 
parties or groups of parties inevitably differed. The representatives 
of the public authorities had instructions to ensure that the undertaking 
in question performed tasks incumbent on the public authorities. The 
private shareholders, for their part, while accepting the principle that 
the undertaking should perform functions of a public-utility character, 
were prepared to allow it to fulfil these functions only in so far“äs their 
own individual interests were also served thereby, “Often it has not 
been clearly realised that there is some ambiguity in ‘the‘aims of those 
responsible for the conduct of the undertaking. It is often’assumed that 
private persons have been invited to take parf in the management 
because they are in a better position than the public authorities to 
ensure that the (supposedly homogeneous) character of the undertaking- 
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is retained while at the same time the shibboleth of profitability is 
respected. In fact the situation is quite different. Moreover, this 
concept of mixed-economy undertakings is influenced by the almost 
ineradicable conviction that profitability is a natural and inevitable 
objective. One can only say that an attitude is economic if all the 
ultimate aims of the economic entity in question are accepted as such. 
But these objectives vary considerably from one economic institution 
to another; and these differences may be such that one undertaking 
may be trying to avoid or prevent what another undertaking is striving 
to achieve. Consequently, in so far as certain types of behaviour are 
considered per se as logical consequences of following the rule of 
profitability, the favourable attitude shown towards mixed-economy 
undertakings of the type described above by various political parties 
is based on faulty reasoning; often, in fact, the faults in the réasoning 
are carefully glossed over because the reasoning as it stands cor- 
responds to particular interested ideologies or doctrinaire obsessions. 
On the other hand, one can find many examples of collective-economy 
undertakings in the fullest sense of the term which have not only 
acted fully in accordance with what may be considered to be the spirit 
of an economic undertaking but have also done pioneer work in their 
respective fields. The fact that some of these undertakings have failed 
to attain their objectives is not sufficient reason for condemning all 
of them; the failures have been due to failure by the individual under- 
takings to apply certain basic rules relating to organisation or human 
relations rather than to a defect inherent in all undertakings of this 


type. 

Today, however, the term “mixed-economy undertakings” has a 
much wider scope. Even so, they are only one of the many types of 
undertakings in which control is vested in persons with different 
interests and different attitudes. From the point of view of economic 
organisation much greater interest attaches to undertakings managed 
jointly by public authorities and private persons or institutions but 
with the exclusive aim of performing functions of a public character. 
This inevitably involves explicit recognition by the private entities 
involved that the undertaking shall operate exclusively with the public 
interest in view. However, in such cases a return on capital is 
allowable. In the Federal Republic of Germany there are large numbers 
of undertakings of this kind—some of them quite large—in different 
branches of the economy; they include a number of building societies 
and credit institutions. 


Vil. Free - Collective-Economy Undertakings Established as a Consequence 
of the Replacement of Assistance Schemes by Co-operation Schemes 


There are also collective-economy undertakings which were initially 
established as assistance or welfare organisations but were designed 
ultimately to become the property of the beneficiaries, the latter being: 
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expected to take over the management of the undertaking at the time 
of the transfer of ownership. Examples are to be found among insti- 
tutions originally established by philanthropists and charitable institu- 
tions; from the very beginning it was intended that the beneficiaries 
should take them over at an appropriate time, and, in fact, the transfer 
of ownership did subsequently take place. There are also a number of 
undertakings in Germany operating for profit whose owners have 
offered their employees a share in their businesses; what is offered is 
certainly not full partnership, but it is nevertheless more than just a 
share in the profits. These companies are in fact actively helping to 
promote the Government’s policy of redistribution of ownership; and 
these efforts are all the more meritorious in that the companies con- 
cerned belong to the private sector. Thus from the purely institutional 
standpoint these undertakings are free collective-economy undertakings 
in a state of flux. None of these experiments has been made solely to 
secure a Stable labour force in an employment market in which labour 
is in short supply; a desire to develop a sense of individual res- 
ponsibility is certainly present, even if it is not the only reason for the 
experiment. 


In long-industrialised countries like Germany there is no doubt a 
need for collective-economy undertakings of a transitional character 
for purposes of social education. But experiments of this kind are 
also of considerable topical interest from the international standpoint. 
They are of particular interest to developing countries, where the 
people are both economically and socially backward and it is essential 
to bring out and put to practical use their latent abilities as soon as 
possible. The same applies to undertakings established under pro- 
grammes of development aid undertaken by governments or by non- 
governmental public institutions. A number of projects of this kind, 
some of them of considerable size, are already in course of imple- 
mentation in various developing countries; the free collective-economy 
institutions in the Federal Republic of Germany played an important 
part in the launching of many of them. 


Only in a few of the developing countries have non-governmental 
social forces of a progressive character attempted to found institutions 
of this kind—although where experiments have been made the achieve- 
ments have been impressive. Similar developments have taken place in 
Latin America under the auspices of various universities in the United 
States. However, if private institutions do nothing the public author- 
ities can themselves found and direct organisations of this kind and 
take the necessary steps to ensure that the beneficiaries receive an 
education sufficient to enable them eventually to take the foundations 
over.1 However, those initially responsible for the running of the 


1 Cf. Dipl.-Kfm. BERTEL: “Wege zum Aufbau des Genossenschaftswesen in Ent- 
wicklungsländern” (Methods of promoting the development of co-operative societies 
in developing countries), in Archiv für öffentliche und freigemeinwirtschaftliche Unter- 
nehmen, Vol. 5, 1961, pp. 269 ff. 
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foundations must maintain a certain degree of disinterestedness, other- 
wise—as has been the case in India—there is a danger that the 
administrative machinery of the foundation may acquire an independent 
power of its own. Where this occurs it is the responsibility of the 
public authorities to make absolutely sure that the managers strictly 
pursue the ultimate aim of the scheme—the transfer to co-operative 
management. Example shows that these requirements can be met, even 
in democracies, if the managers concerned are democratically elected 
and fully aware of their historical responsibilities. But all this will be 
in vain unless the governments, the political parties and the extra- 
governmental forces of society are able to develop the latent abilities 
of individuals to assume responsibility and are properly advised in 
the organisational, educational and psychological fields. 


THE EUROPEAN ECONOMIC COMMUNITY 
AND THE DEVELOPING COUNTRIES 


by 
André MARCHAL, 


Lecturer at the Faculty of Law and Economics, 
University of Paris 


In 1962 an article by Mr. Angelos Angelopoulos, pro- 
fessor at the Pantheios School of Political Sciences 
(Athens), entitled “The Third World, the European 
Common Market and the West”, was published in the 
Annals. In that article the author described, with the 
freedom which is by tradition allowed to all contributors 
fo the Annals, the fears and anxieties of the newly 
developing countries regarding the European Economic 
Community. 

In the present article Mr. André Marchal, lecturer at 
the Faculty of Law and Economies of the University of 
Paris, discusses the same problem with the same freedom 
and a viewpoint radically different from that of Pro- 
fessor Angelopoulos. 


The European Economic Community, like other customs unions, has 
a common external tariff. For this reason it is considered in some 
circles to be “a sort of anomaly in the sphere of world trade”.1 It 
has also been asked whether the EEC is compatible with the inter- 
national agreements condemning discrimination in trade. It should 
therefore be recalled at the outset that the General Agreement on Tariffs 
and Trade (GATT), which formally lays down the principle of non- 
discrimination and recommends the general application of the most- 
favoured-nation clause as the two fundamental criteria which should 
govern international trade, specifically states in Article 24 that customs 
unions and free trade areas do not constitute a violation of either of 
these principles. 


As Alfred Sauvy points out, “protectionism is no longer a fashion- 
able doctrine, and the old-established barriers are only tolerated today 


1 Annals, Vol. XXX, No. 4, Oct.-Dec. 1982, p. 491. 
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because they exist and are deeply rooted in national life; at the same 
time the establishment of new barriers around a common market which 
has as yet no roots, tradition or spirit, is considered untimely and 
inappropriate”; and yet, on the other hand, “it is precisely because the 
Common Market is in its earliest and most vulnerable stages of deve- 
lopment and because it has neither roots nor traditions that it most 
needs protection”. 


I have explained elsewhere ? ‘the historical and economic consi- 
derations which have made it essential that Europe be protected by 
customs barriers until the pangs of unification are over. 


It is most unfortunate that a tendency has developed to use the 
terms “Common Market” and “European Economic Community” as 
synonyms. The EEC is more than just a common market or a free 
trade area; it is—and this is its fundamental characteristic—a “com- 
munity” all the members of which follow the same economic policies 
(in other words, an economic unit of a new type). Its aim is not so 
much the extension of free trade to a wider area as that of gradually 
integrating its six members into a single nation. This process 
will, admittedly, lead at the same time to the establishment of a 
system of free trade; but that freedom of trade will be similar to 
the freedom of trade existing within each of the member countries. 
This is what Teilhac would describe as “genuine free trade” as 
opposed to “apparent free trade”, i.e. the abolition of obstacles to 
freedom of trade without any corresponding safeguards—-which would 
inevitably lead to the domination of the weaker partners by the 
stronger. If one accepts the premise that the aim of the EEC is to 
weld its six member nations into a new single nation, one must also 
recognise that, like all nations in the past (and even such a traditional 
champion of free trade as England) it cannot achieve unity without a 
certain measure of customs protection. Some writers are of the opinion 
that this is evidence of the existence of a kind of law of history based 
on a number of factors, the two most important of which are the 
following: 


1. Firstly, customs protection is the only effective means of 
securing the conditions essential to permit the co-ordination of national 
policies prior to their amalgamation. The uniformisation of fiscal, 
monetary, social, short-term economic and other policies is incon- 
ceivable unless all the member countries of the EEC apply a common 
policy regarding trade with non-members. To leave each country 
completely free in this field would be incompatible with the avowed 
aim of the Community, namely to weld Europe into a single politically 
and economically unified entity. The common external tariff is a 
concrete expression of the solidarity of the six member countries of 
the Community and a means of forcibly bringing that solidarity home 
to non-members. Moreover, it is an essential means of securing uni- 
form conditions of domestic competition; freedom of trade among the 


2 André MARCHAL: L'Europe solidaire (Paris, Cujas, 1964), pp. 212 ff. 
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Six would open the door to all kinds of abuses unless all the members 
adopted the same policy towards trade with non-members. 


2. A second argument in favour of customs protection is that 
under its shelter the structural changes which all the members must 
accept if the dynamic process of integration of the Six within the 
European Economic Community is to be successfully completed without 
excessive disturbance or hardship can be brought about. The economic 
organisation of the members of the EEC today is so disparate thai 
they cannot achieve economic unity without substantial internal 
reorganisations; in the absence of any safeguards against external 
competition, the effects of these reorganisations might be nullified by 
the disturbances to which they would give rise in different branches 
of the economy. If Europe were to launch herself into a process of 
reorganisation on this kind without any protection against outside 
countries which have already enjoyed economic unity for many years, 
the success of the entire venture would be in jeopardy. This explains 
the weakness of the position of the EEC in the “Kennedy -round” 
negotiations; the EEC has yet to achieve the economic unity which its 
great rival, the United States, has enjoyed for many years. 


This is the situation which has caused considerable disquiet not 
only to advanced countries such as the United Kingdom, the United 
States and Japan but also to developing countries such as those of 
Latin America and the newly independent countries of the African 
continent; all of them fear that the EEC, a “regional economy the 
power of which will be still further enhanced by the protection ‘accorded 
by the common external tariff”, will benefit its members at the expense 
of other countries and will at the same time prove a stumbling-block 
to the development of genuine, constructive co-operation among all the 
peoples of the world and the ultimate achievement of the ultimate 
aim—namely the establishment of a single worldwide economy. 


My purpose in writing this article is to show why these fears seem 
to me exaggerated and why the EEC as it has been conceived is more 
likely to promote than to hinder the development of non-member 
countries. 


I 


There is certainly a widespread fear that Europe is about to shut 
herself off from the rest of the world. This fear is groundless, as 1 
shall explain later. However, without for the moment going into the 
degree of autarchy to be achieved, let us recognise that the EEC is 
in fact a group of nations making up an economic region and enjoying 
uniformly high customs protection. Does the establishment of a 
regional unit of this kind constitute in itself a danger to the economies 
of the third world? At every international conference on the problem 
of underdevelopment—and more recently at the Geneva conference— 
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these countries have continually demanded freedom of access to the 
capitalist countries for their goods. But would they in fact benefit 
greatly if this demand were met? They are convinced that it would. In 
fact, the final recommendations of the Trade and Development Con- 
ference related not only to “the stabilisation of the prices of primary 
products at equitable and remunerative levels” but also “greater 
freedom of access to markets”. I have expressed elsewhere 3 my views 
on the first of these measures, which all the developing countries 
demand without exception; here I shall confine myself to a discussion 
of the question of access to markets. 


First of all, one must not lose sight of the fact that the existing 
division of the world into developed and underdeveloped countries is 
due entirely to the fact that the industrialised countries opened their 
markets to primary products from other countries. It is difficult to 
imagine why a rich country with big manufacturing industries might 
restrict the import of the primary products those manufacturing 
industries need. It was precisely this situation which gave an incentive 
to the development of international specialisation. England, the first 
country to industrialise, quickly became the principal champion of the 
theory of international specialisation (the most striking expression of 
which is the famous Methuen Treaty with Portugal, concluded in 
1703), and propagated the theory all over the continent. 


In the circumstances it is somewhat startling to observe that it is 
the underdeveloped countries themselves-—-presumably because they 
have not given serious thought to the reasons for their economic back- 
wardness—which are demanding greater freedom of access to markets 
(in other words, the continuation of a policy which has actually helped 
to keep them in their present backward state). The underdeveloped 
countries would certainly reap short-term benefits from the unrestricted 
opening of the markets of the industrialised countries to the primary 
products they have to offer; on the other hand, such measures would 
establish even more firmly the economic patterns which the world is 
today trying to modify. The remedy would bring relief but would not 
cure the ill; in fact, it would actually prevent final cure. 


It may be objected to the foregoing that the problem is not so 
much one of opening up new markets for the primary products of the 
newly developing countries as one of finding markets for the manu- 
factured products of their newly established industries. If the latter 
were Offered big markets they would have additional incentives to 
produce and expand; this would in its turn lead to further progress. 


Here again, the fundamental aim seems to have been lost sight of. 
In fact, the developing countries can expect little real benefit from 
across-the-board reductions of customs duties (for example, of the 
kind to which the “Kennedy round” of negotiations is expected to lead). 


3 André MARCHAL: “A propos de la stabilisation des cours des produits de base” 
(Développement et civilisation, September 1964). 
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What benefit would the newly established industries of the newly 
developing countries derive from the opening to their goods of the 
European market (where they would be competing with exports from 
the United States) or the United States market (where they would be 
competing against exports from Europe)? What these countries really 
need is not an all-round reduction of customs tariffs but a system of 
protection devised in accordance with their particular situations. 
Protection of this kind is inconceivable without customs protection. It 
should also be remembered that these industries will be competing not 
only with those of the old industrialised countries, but also with those 
of other relatively undeveloped countries which already have embryonic 
manufacturing industries. 


The real problem, as André Philip once stated, is “not so much 
one of promoting the development of already existing industries 
established during the colonial period as one of promoting the 
development of industries in accordance with the interests of the 
countries concerned and within a system of worldwide and regional 
planning”. 


Il 


In any case, the fears that the EEC will gradually shut itself off 
from external trade are groundiess. 


Let us begin by examining the common external tariff with a view 
to ascertaining whether it is sufficiently protectionist to make the 
Community potentially autarchic in character. 


Articles 18 and 19 of the Rome Treaty state that “the duties to be 
levied under the common external tariff shall he fixed at the level of 
the arithmetical average of the duties in force in the four customs units 
‘comprising the Community” and that the rates taken into account for 
the purposes of establishing these averages are to be “those in force 
in the Member States on 1 January 1957”. It is thus clear that the 
replacement of the different national tariffs by the EEC common tariff 
should not lead to any increase in the degree of customs protection. 


It has, however, been pointed out that averages of this kind are 
misleading, for they give the same weight to duties applicable to large 
numbers of products and to those applicable to small numbers. The 
argument is that if protection were to be maintained at the same level 
as previously it would be more logical to use not simple averages but 
averages weighted in accordance with the volume of imports in each 
country. For instance, a high duty applicable to a substantial volume 
of goods levied by one country should be given a greater weighting in 
the calculation of the average than the same or a higher duty applicable 
to only a very small quantity of imported goods. 
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This argument sounds reasonable enough. But the extremely 
detailed calculations made* show that if the system of weighting had 
been used the average rate of duty would have been 9.1%, whereas 
under the system of simple arithmetical averages it works out at only 
74%. Thus the course adopted by the EEC is the more liberal one. 
It is also interesting to compare the figure of 7.4% with that for the 
average previously applied by the member States (9.3%). It has also 
been calculated that average customs duties on all industrial products 
(other than ECSC products and refined petroleum products) are 11.7% 
in the EEC, 17.8% in the United States and 18.4% in the United 
Kingdom. 

It is thus clear that the EEC has adopted the most liberal approach. 
Not only has it not raised its customs barriers higher; it has even 
established them at levels lower than those of other countries. 


It should also be borne in mind that the common external tariff, 
being established as an average, is much more homogeneous. As 
Statisticians put it, “averages inexorably eliminate extremes”. In the 
EEC practically all the duties applicable under the external tariff are 
below 30%, whereas tariffs in the United States frequently run up to 
50 or 100% and sometimes even higher. Only 0.3% of the duties 
applicable under the common external tariff are over 25%; in the 
United States the proportion is 21% and in the United Kingdom 25%. 

Lastly, the wider the differentials in a customs tariff, the greater 
the measure of protection that tariff provides. In the EEC all goods, 
even those which in one or more of the Community countries need no 
protection, are protected, but to a relatively limited extent; whereas in 
other countries, and particularly in the United States, protection is 
provided only in the branches in which it is needed, but in those 
branches it is extremely heavy. 


HI 


Let us now look at the facts. 

First of all, the external trade of the EEC has expanded in such a 
manner that one cannot in fairness accuse the Community of consti- 
tuting an obstacle to international trade. 

Secondly, any adverse changes in the terms of trade of the primary 
producing countries certainly cannot be laid at the door of the EEC’s 
foreign trade policy. 

Lastly, the EEC can help underdeveloped countries to improve their 
lot by admitting them to associate membership. 

Considerable satisfaction is derived in certain circles from drawing 
attention to the fact that, as a result of the incentives offered by the 


4 Report submitted to the National Economic and Social Council, at its sittings 
of 21 and 22 January 1964, by Mr. Louis CHARVET (Journal Officiel: Avis et Rapports du 
Conseil Economique et Social, 6 February 1964). 
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lowering of customs duties, trade between the member countries of 
the Community has increased extremely rapidly—in fact, much more 
rapidly than the volume of trade between the Community and non- 
member countries—the argument being that, other things being equal, 
the expansion of trade within the Community has been achieved at the 
expense of trade with non-members. 


It is true that during the period 1958-62 the volume of international 
trade within the Community increased by 97%, whereas the volume 
of imports from non-members increased by only 38% (and that of 
exports to non-members by only 30%); the corresponding figures for 
trade between members of the Community and for importance from 
non-members for the period 1958 to 1964 were 130% and 52.5%. 


There is nothing unexpected in these trends, and one may with some 
justification be surprised at the agitation and even indignation to 
which they have given rise in certain circles. The ultimate aim of the 
Rome Treaty is to establish a single market, comprising the six 
signatory States, by means of a process of geographical integration. 
This means that trade between member countries of the EEC is 
gradually losing the characteristics of foreign trade and acquiring those 
of domestic trade similar in all respects to the trade carried on at 
present within the frontiers of each individual member. In the cir- 
cumstances the volume of trade between members will inevitably 
increase; admittedly, the increase will be partly due to the lowering of 
customs duties on goods imported from other members, but it will be 
mainly due to the gradual acquisition by the EEC of the characteristics 
of a single nation, 


Consequently the repercussions of the establishment of the Com- 
munity outside its frontiers must be assessed exclusively by reference 
to trade between the Community and non-members.5 As we have 
already seen, the volume of such trade has increased substantially; 
what is more, imports from non-members have increased faster than 
exports to non-members (38% as against 30%). This is a most 
important—and, from the point of view of the Community, extremely 
disquieting— fact: namely that the Community is showing a steadily 
increasing deficit on balance of trade, which during the period 1958 to 
1962 increased almost sevenfold (from $245 million to $1,689 million). 

From these figures one can draw the following conclusions: 


(1) The increase in the volume of trade among members of the 
Community has not been achieved, as might have been feared, at the 
expense of trade with non-members. 


(2) Non-members of the Community have been able to increase their 
exports to its members; the establishment of.the Community has thus 
proved beneficial to the rest of the world. 


5 CHARVET Report, op. cit. 
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(3) The common external tariff is not sufficiently protectionist to 
deter member countries of the Community from importing from other 
countries. 


(4) It may therefore be inferred, generally speaking, that inter- 
national trade depends more on incomes or purchasing power than 
on comparative costs. The needs of nations, like those of individuals, 
are unlimited; they are continually increasing and offer almost infinite 
possibilities of diversification. But these needs give rise to effective 
demand only if a sufficient volume of purchasing power is available. 
As the EEC becomes richer its income will permit it to pay for imports 
in ever-increasing quantities. Moreover, experience shows that the 
countries which trade most with one another are the richest and the 
best-provided ones, 


There is, however, a group of countries which do not seem to have 
derived as much benefit from the growth of the EEC as other non- 
members—namely, the developing countries. During the period 1958 to 
1962 EEC imports from African countries increased by only 24.2%, 
imports from the Middle East by 19.2% and imports from Latin 
America by 35.2%. Does the responsibility for this state of affairs 
lie with the EEC? An affirmative answer to this question proves a 
total lack of knowledge of the true facts of the problem. All the 
statistical evidence available shows that industrialised countries tend 
gradually to reduce the volume of their purchases from countries 
exporting exclusively primary products. The result is that the terms 
of trade of the latter gradually deteriorate. Before blaming the EEC 
for this deterioration one should examine its causes. It is due primarily 
to two factors, neither of which can be laid at the door of the EEC. 
First of all, one must bear in mind that Engel’s law, which was 
originally evolved in the context of individual consumption, applies 
equally by extension to the collective consumption of communities or 
nations. A nation, just like an individual, as its wealth increases, tends 
to devote proportionately less of its consumer expenditure to the 
purchase of foodstuffs and imports of agricultural produce. In other 
words, there is little elasticity of demand for imports of goods of this 
kind. 


The second factor limiting the expansion of sales of raw materials 
is an inevitable consequence of technical progress, which on the one 
hand is continually reducing the amount of raw material required for 
a finished good and on the other hand is continually bringing onto the 
market new synthetic and substitute products which compete with 
natural raw materials. 


Thus the gradual worsening of the terms of trade of the countries 
whose main exports are raw materials is not the result of a fortuitous 
and temporary combination of circumstances but structural and there- 
fore permanent in character. What is more, no measures of a purely 
commercial character—the organisation of markets, the opening of new 
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markets or the fixing of prices at remunerative levels, for example—will 
bring about any lasting improvement in the situation. € 


Although the EEC is not to blame for the disquieting situation of 
the underdeveloped countries, it can to some extent help them to launch 
the process of domestic expansion. It could remove all obstacles to 
admission of the food surpluses of these countries and—to the extent 
that they have organised industries—their industrial products to the 
stable and solvent market of the Six. But there is a more effective 
way of offering assistance, namely by granting associate membership 
to the relatively backward countries which, if they became full members, 
would suffer severely from the competition of the more industrialised 
countries of the common market. 


Associate status gives the countries concerned a number of advant- 
ages. First of all, they can, at least for the time being, continue to 
shelter their nascent industries behind customs barriers while at the 
same time enjoying preferential treatment in the markets of the Com- 
munity. Secondly, they can obtain technical aid (provided through 
qualified and independent experts) and financial assistance in the form 
of gifts or of loans granted on favourable terms and at relatively low 
rates of interest. In this context loans are to be preferred to gifts, as 
the latter do not carry with them any responsibilities and encourage 
wasteful spending. 


The principal problem, and the most difficult one to solve satis- 
factorily, is that of the utilisation of the capital placed at the disposal 
of the underdeveloped countries. The provision of financial aid places 
the countries which provide it in a peculiarly difficult position. As 
Alfred Sauvy has pointed out, there is on the one hand a danger—which 
increases in proportion to the amount of credit granted—that the new 
countries will waste the money provided on prestige projects; on the 
other hand, if the rich countries attempt to exercise any control over 
the use to which the money they provide is put they are immediately 
and vociferously accused of neo-colonialism. It is difficult to see a way 
out of this dilemma. 


Admittedly, it is a mark of respect of the independence and national 
sovereignty of the borrowing nations to allow them full freedom to 
spend the money lent them as they think fit; at the same time, such an 
attitude encourages them to pursue prestige policies and to spend 
money on luxury items beyond their means and without regard to the 
requirements of a sound development policy—and, of course, of their 
own national interests. On the other hand, if the lender country 
stipulates that it will not make any gifts or loans save within the 
framework of a plan for the utilisation of the funds provided agreed 
on in advance, it will lay itself ipso facto open to charges of neo- 
colonialism. At the same time, a plan of expenditure of this kind is 
essential. The objective of all external aid is to facilitate technically 


6 See André MARCHAL: “A propos de la stabilisation des cours des produits de 
“base”, op. cit. 
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the implementation of a development plan. Even in a relatively 
advanced country like France the first Monnet plan was framed with a 
view to making effective use of Marshall Plan credits. Unfortunately, 
the younger nations have an obsession with the concept of sovereignty 
which the older nations no longer feel to the same degree. The solution 
to this problem might possibly be found in the framing of development 
plans by the new countries themselves in association with one another 
and with the assistance of independent experts. 


In any case, it must be realised that underdevelopment is the con- 
sequence of a structural situation and that that situation will not be 
improved by measures which consolidate the structure which gave rise 
to it even more firmly. On the contrary, it is only by changing 
structures that this scandal of the twentieth century—the division of 
the countries of the world into two groups, the very rich and the 
desperately poor—can be put an end to once and for all. 


EXPLANATIONS ABOUT THE SOCIAL PHILOSOPHY 
OF CO-OPERATION 


by 
Paul LAMBERT 


Edgard Milhaud’s invaluable contribution to co-operative thought is 
common knowledge. It is also well known how much importance he 
attributed to the search for truth. This is why I have decided to con- 
tribute to the present Mélanges 1 my commentaries on various observa- 
tions made to me about my book Studies in the Social Philosophy of 
Co-operation. * 

While I do not intend to take up these observations in detail?®, I 





1 The present article was first published in the Seconds Mélanges d'économie 


politique et sociale offerts à Edgard Milhaud, Editions du CIRIEC, 1960. The observations d 


mentioned were based on the original French edition of Prof. Lamberts book; however, 
the citations here quoted have been taken from the English translation. The Annals. 


2 Edgard MILHAUD took an early interest in this work. See especially the Annals 
of Collective Economy, November-December 1958, pp. 421 and 422. 

The following reviews, listed in the alphabetical order of their authors’ names, 
are directly referred to in the present article: M. Boson, in Le Coopérateur suisse, Basle. 
1 August 1959 and 12 September 1959; F. Bounor, in Le Coopérateur de France, Paris, 
23 May 1959; B.S. CHLEPNER, in Revue de l’Institut de Sociologie, Brussels, No. 4, 
pp. 649 to 654; H. DESROCHE, in Archives internationales de Sociologie de la Coopéra- 
tion, Paris, 1959, No. 6, pp. 175 to 177; B. LAVERGNE, in Revue des Etudes coopératives, 
Paris, April-June 1959. pp. 65 to 78; J. MEYNAUD, article published in Revue économique 
et sociale de Lausanne: E. Mmmm in Annales de l'économie collective, Geneva, 
December 1958, pp. 373 to 378; M. NEIRYNCK, in De Gids, Brussels, 1959, No. 1, 
pp. 975 to 977; K. Pernica, in The Czechoslovak Co-operator, No. 6, 1959, pp. 22 to 24: 
J. RENS, in International Labour Review, Geneva, Oct. 1959, pp. 362-363. R. REZSOHAZY, 
in Revue du Centre catholique international de la Coopération, Louvain, December 1959, 
pp. 35 to 46; C. VIENNEY, in Cooperation, Paris, October 1959, pp. 27 to 29; W.P. 
WATKINS, in Review of International Cooperation, May 1959, pp. 117 to 120; J. WEILLER, 
in Revue économique, Paris, November 1959, pp. 952 to 957. 

I have also used the comment contained in letters sent to me by Messrs Ad. FER- 
RIBRE, J. LACROIX and C. VIENNEY. 

I should like to express my sincere gratitude to the authors who have mainly tried 
in their reviews to set forth and develop my thesis: Messrs. A. ANTONI, R. EBERTZHEIM, 
J. GERMAIN, E. HASSELMANN, À. HOUSIAUX, G. LASSERRE, G. LAUZI, J. LECLERCQ, J. LEJEUNE, 
E. MANDEL, R. RAMACKERS, R. RENARD, V. TOTOMIANZ, D. VERMEYLEN, J. YERNA, and also. 
for the encouragement they gave me in their letters, to: Messrs. O. BLUME, E. BUGNON, 
J.L. dei Arco, CO Evans, A. HIRSCHFELD, H.F. INFIELD, T. KERINEC, E PANZONI, E VICARI, 
G. WEISSER and a Spanish co-operator, 

With the kind permission of Le Coopérateur suisse, I am reproducing here and 
Soe passages taken from an article of mine published by that review on 26 December 

3 In particular, I shall not revert her to the interpretation of the ideas expressed 
by earlier authors such as WALRAS and FAUQUET. I have explained my views on this 
in Le Coopérateur suisse of 26 December 1959 and in the Annals of Collective Economy 
(French edition), Nos. 551-554 (May-Aug. 1959), pp. 245-255. 
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should like to examine certain points of particular importance on where 
one or another of these explanations contain what appear to me to 
be especially useful ideas; I shall define my own ideas so that future 
discussions can be more to the point, for it is not my intention to curb 
the wide and complex scope of co-operative thinking. 


The ethics and the intellectual concept of co-operation are not made 
up of a uniform social philosophy. They are born out of a multitude 
of individual philosophies which, however, have a common foundation 
and all agree upon collective discipline based on free consent: action 
along the lines decided upon by the vote of the assemblies and com- 
mittees according to the rule “one man, one vote”. 


This is how the varied philosophies, emanating from the individual 
consciences of thousands, combine to form the over-all social philo- 
sophy of co-operation, | 


SCIENCE AND SOCIAL PHILOSOPHY 


It appears that the distinction I made at the beginning of my book 
between science and social philosophy has troubled certain comment- 
ators. My friend Jef Rens has explicitly expressed his regret about it. 


On the other hand, my eminent colleagues Prof. B.S. Chlepner and 
Prof. J. Weiller have taken up this distinction and explained it so 
clearly that I cannot do better than to put their texts before the reader. 


Professor Chlepner writes about that part of my work: 


“He begins by recalling the difference between science which 
explains, and social philosophy which judges; he points out that social 
philosophy never finds its final justification in science; in the last resort, 
social philosophy springs from a judgment passed on the world. 


“On this point, I am in full agreement. In this review and else- 
where, I have on occasion insisted on the difference between science 
which describes, analysis which explains and social philosophy which 
approves or disapproves and recommends what should or should not 
be done; science is neutral while social philosophy implies a value 
judgment. Science can provide social philosophy with the essential 
facts derived from past experience or from purely theoretical analysis; 
these facts make it possible to gain a better understanding of reality, 
to establish relationships between the different aspects of this reality, 
to work out courses of action and to foresee—or try to foresee—the 
consequences of such action; however, in final analysis, the choice 
between the main principles of social organisation always depends on 
a judgment of value. 


“But I have always added that the distinction between science and 
social philosophy by no means implies that the scientist should lock 
himself up in an ivory tower of dry analysis or description, even if it 
is vivid. Nothing prevents him from taking a stand on problems of 
social philosophy, from approving or condemning a given policy or 
from praising or criticising the attitude of the authorities or powers in 
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office. The condition for this is, however, that he does not confuse the 
statements of fact established through scientific analysis with the 
attitudes and ideas resulting from a value judgment. Science has often 
been discredited in the eyes of enlightened opinion, because economic 
science has all too easily been used as an excuse for justifying all 
“sorts of proposals which at times sprang from biased minds. Carlyle 
is not, therefore, entirely wrong when he speaks of ‘dismal science’. 
I cannot, therefore, help congratulating the author for the clear and 
unequivocal stand he has taken.” 


And Mr, Jean Weiller writes: 


“Paul Lambert has written a work of ‘social philosophy: to the 
end, for his book closes with a credo in Charles Gide’s ideal... 


“All this—as one recognises today-—-is no obstacle to its being a 
truly scientific work...” 


And he adds that one can “make a study setting down the fact 
scrupulously right and voicing expert criticism... even within a frame- 
work of firmly committed thought”. 


SOCIAL PHILOSOPHY AND ACTION 


Mr. H. Desroche has doubts about the precise implications of the 
distinction made between science and social philosophy: “Between 
‘science’ as a descriptive explanation and ‘social philosophy’ as a 
prescriptive judgment there is room for many distinctions. Does not 
this ‘social philosophy’, in particular, to some extent include an ideology 
on the one hand, and a policy on the other (without mentioning 
‘theory’...)?” Mr. Desroche would like to know the origins of my 
choice between the different existing theses: was it made through 
deduction from an ideology or through induction from statistical 
evidence, sociological investigations, etc.? 


It should first be observed that theory is derived from science which 
not only describes but also attempts to explain real phenomena. Theory 
represents a further development of hypotheses; as soon as the latter 
cease to be compatible with real phenomena, the theory also falls. It 
will emerge again in a different shape once new hypotheses—in line 
with our newly gained knowledge—are formulated. This is the very 
procedure of science, be it social science or any other science. 


Ideology, by contrast, if it is defined as a system of inter-connected 
theses, forms part of social philosophy. It is built up around an initial 
judgment made about man and society, and on which social philosophy 
is founded. It should be kept in mind that this judgment is not made 
on an abstract basis; it presupposes sufficient experience for allowing 
an answer to the question: “What are the needs and the possibilities of 
man?” The judgment will then be dictated by immutable ethical. 
aspirations which will take into account this experience and at the 
same time make possible the answering of another question: “What 
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is the way of life and what the type of social organisation that will 
best help man to find his full development?” 


Policy is an art; it directly commands action. It devolves from both 
social philosophy and science. It takes its objectives from social 
philosophy, from science, its means of action. Science will make clear . 
imperfections, obstacles and strength; it will trace the probable reper- 
cussions of any given decision. Social philosophy will provide policy 
with constant inspiration so that, at any stage of development, it may 
attempt to reconcile the real with the ideal plan. 4 


In accordance with Mr. Desroche’s wish I shall now explain the 
choices I.have made. 


Like many others, I go back to the ideal of the Rochdale Pioneers: 
co-operation as a type of organisation that is preferable to all others 
and valid for society as a whole—the Rochdale type of co-operation 
means a federation of associations close to man, democracy, an activity 
devoted to service, the banning of profits. This is the fundamental 
choice made on the basis of social philosophy. 


The role of deduction can now be described by the well-known 
adage: “If one wants something, one must also accept the conse- 
quences.” The choice just made thus implies another one: that of the 
fair price. 

At the same time, a relationship develops between social philosophy 
and reality so that the major features of a policy can be decided upon. 
For instance, we learn from reality that at the level of the undertaking, 
producers and consumers have divergent interests; this leads to the 
search for institutions through which these interests, by being both 
represented, can be reconciled. Or to take another example, the real 
shows us the tremendous obstacles standing in the way of a generalised 
use of co-operatives under private law; this makes it necessary—if the 
Rochdale ideals are applied--to make co-operation penetrate into the 
public sector of the national economy... 

What is finally the role of science and of action with regard to the 
co-operative institutions themselves? 

Knowledge may come from history. It may come from the detailed 
monogr aphs - written by the sociologists of co-operation such as Meister, 
Desroche, Lacroix, Ostergaard, Halsey, Weisser.... It may also come 
from the experience acquired within a co-operative society: the varied 
reactions of the members and the staff in the face of the many crises, 
circumstances or decisions through the years.... The best is to use 
these three sources at the same time, 


From the point of view of social philosophy, the knowledge derived 
from science is particularly precious, mainly because it provides co- 
operators with imperative motives for action: in some cases, the 
democracy of the members may be dormant, in others there may be 


4 The summary explanations given above were developed in my study “Science, 
doctrine et politique économiques”, in Revue universelle des Mines, Liège, 1959, No. 4, 
pp. 185 ff. 
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serious tensions between personnel and management, or there may be 
the beginnings of a trend towards personal profit... The Rochdale type 
of co-operator will then immediately say to himself: “There is an 
urgent need to correct all that.” He does not take the current state of 
his undertaking as an immovable fact, nor does he take for granted 
any given state of society as a whole. He considers them as they 
evolve and knows that their state to-morrow will depend to a modest 
but noticeable extent on his own efforts and gifts of persuasion, on 
his ability to educate himself and his fellow-men. 


THE DEFINITION OF THE CO-OPERATIVE SOCIETY 


According to B. Lavergne, my definition of the co-operative society 
“is not incorrect”, but he “finds it so general that it also applies to the 
purchasing co-operatives formed by capitalist companies”. 


Let me recall the definition I put forward: 


“A co-operative society is an enterprise formed and directed by an 
association of users, applying within itself the rules of democracy, and 
directly intended to serve both its own members and the community as 
a whole.” 


The application of this definition to a group of capitalist under- 
takings is precluded by the two passages “directly intended to serve... 
the community as a whole” and “the rules of democracy”. Besides, | 
had already forestalled Bernard Lavergne’s objections on page 67 of 
my work: . 

“When a co-operative is made up of different groups it is important, 
in deciding whether it is’a genuine co-operative or not, to look at the 
society and its constituent groups as a whole. 


“It sometimes happens that large capitalist concerns set up sales 
co-operatives in which, on the face of it, the Rochdale principles are 
observed, i.e. each member society has a vote, the surplus is distributed 
on the dividend principle, etc. Why then are these not genuine co- 
operatives? 

“Because such a society is only a superstructure and is not based 
on the democratic principle; if we take a look at each of the member 
societies we see that the principle ‘one man, one vote’ does not apply.” 

My definition has been considered as “pertinent” by Mr. C. Vienney 
and has been explicitly approved by Mr. R. Rezsohazy, editor-in-chief 
of the Revue du Centre catholique international de la Coopération. 

Many commentators have implicitly given their approval. It would 
appear that, as was to Fauquet’s wish, a general definition of co- 
operation in all its varied forms has more chance of success. 


THE PRINCIPLES AND THE ESSENTIAL NATURE OF CO-OPERATION 


Edgard Milhaud as well as Messrs Watkins, Vienney, Lacroix and 
Rezsohazy made a number of remarks about my analysis of the prin- 
ciples of co-operation. 


66 PAUL LAMBERT 


If the term “principle” is taken in its widest connotation, an expla- 
nation of it can be found in two different places in my book: first in 
the chapter devoted to the Rochdale principles and later on in the 
chapter about the essential nature of co-operation. The link between 
these two chapters was clearly pointed out by Edgard Milhaud. 


The chapter about the principles was founded on the text of the 
Statutes of the Rochdale Society of Equitable Pioneers; it makes only 
brief allusion to self-help and mutual aid, since these practices were 
not explicitly included in the Pioneers’ principles. 


In the chapter on the essential nature of co-operation, the written 
and non-written rules of co-operative life have been globally analysed. 


Edgard Milhaud expressed regret that I did not immediately link 
“self-help” with “mutual aid”. The reason for this is that I inserted 
in between the two my analysis of the “voluntary nature” of co- 
operation, a principle which is an immediate corollary of self-help. Not 
only self-help and mutual aid are inseparably linked—for, in co-opera- 
tion, everybody helps himself by aiding the others; the same is true for 
all the first four principles which I have derived from the essential 
nature of co-operation: (1) self-help; (2) the voluntary nature; 
(3) mutual aid; (4) democratic autonomy. 

I shall try to clarify this link by answering an observation made 
by Mr. Watkins: 

“There is another principle”, he writes, “which we would set above 
democracy: the principle called by the different names of association, 
unity or solidarity.” 

A co-operative does not spring from any type whatsoever of asso- 
ciation; it does not practise any type whatsoever of unity or solidarity. 
From the very outset, the co-operators associate as equals and demo- 
cracy is therefore implicitly present even when the association is 
formed. It follows that co-operative association implies at the same 
time self-help (and consequently the voluntary nature in the connotation 
given to it in my work), mutual aid and democracy. Of these four 
principles, the one characteristic of co-operation is democracy. 

Mr. Watkins has completed my analysis by some interesting observ - 
ations about which there can be no argument. He has linked the term 
“equitable” in the Pioneers’ title with the dividend principle in which 
they saw a rule of justice. He also recalls that the distinction between 
interest and profit was at the time a novelty for most economists. He 
finally stresses (as does Mr. Lacroix) that the principle of education is 
a condition of democracy. 

Mr. Watkins raises the question whether it might not be possible 
clearly to distinguish among the principles those which are (1) orders 
based on ethical considerations, (2) practical rules and commercial 
methods, (3) ideal aspirations. 

To tell the truth, I do not think that this is possible. If one takes as 
an example the principle | hold to be fundamental, democracy, one 
finds that it is: commanded by ethics since the co-operators must 
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watch over the actual observation of democracy in their undertakings; 
a practical rule since it explains the very functioning of co-operative 
societies; an ideal aspiration since the co-operators wish to substitute 
their own type of undertakings for those dominated by capital. 
Another example is the second major co-operative principle: activity 
as a service of which the dividend is just a particular modality. This 
is commanded by ethics since it is forbidden for instance, to sell at 
excessive prices; it is a practical rule since the dividend is a condition 
for the functioning of consumer co-operatives; it is an ideal aspiration 
since co-operation means the replacement of profit-making under- 
takings. 

For the further course of the discussion, Edgard Milhaud’s whole- 
hearted approval of the “new” concept that makes democracy the 
leading principle of co-operation is an essential factor. 


Mr. Vienney finds that I have dealt too briefly with the co-operative 
principle of correct weight and good quality of the products. He is 
proved right by several recent infringements upon the consumers’ 
health. I might add that I have given this principle its due in a more 
recent publication (Ce que tout le monde devrait savoir des principes 
de Rochdale—(What everyone ought to know about the Rochdale prin- 
ciples), in Education et Socialisme, Brussels, 1959, No. 78, pp. 77 to 83). 


I was happy to see that Mr. Rezsohazy agrees with me on the 
principle that I have termed “striving to conquer”: 


“He (the author of Studies in the Social Philosophy of Co-operation) 
finally insists, he says, on the fact that the co-operative movement has 
aimed, from its very beginnings, at a complete transformation of the 
world and of man. We are happy to agree with the author on this 
essential feature of co-operation which he develops throughout his 
study.” 

However, in Mr. Rezsohazy’s judgment I have been too severe on 
another point when I exclude from co-operation all associations whose 
sole aim is to sell. In his view, an association of farmers not employing 
salaried workers is a co-operative, after all, since they are the principal 
users. 


I do not think this is correct. If there is both selling and buying, 
the buyer is always the principal user, all the more so if, as in the 
example chosen, the commodities are essential for life. This does not 
mean that an association of the type described by Mr. Rezsohazy does 
not have a legitimate purpose. There are many activities such as 
those of individual craftsmen which are legitimate although they are 
not of a co-operative nature. But an activity simply concerned with 
selling is, in my opinion, pre-co-operative. For genuine co-operation, 
the requirements are greater: joint purchases, mutual credit facilities, 
collective use of the tools, joint harvesting... 


Finally, with reference to an interpretation by Mr. Vienney, I would 
stress that my analysis of the essential nature of co-operation is 
founded on the Rochdale Society of Equitable Pioneers. It says what 
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co-operation should be and therefore implies a number of ethical 
imperatives for the co-operators. 


THE SOCIALIST NATURE OF CO-OPERATION 


A number of commentators—Messrs Meynaud, Rezsohazy, Neyrinck 
and A. Ferriére—for various reasons express their regret about my 
having identified co-operation with socialism. 


They refer to my quotation and approval of Sellier’s and Poisson’s 
dictum: “Co-operation is socialist by nature.” 


Mr. Meynaud is particularly clear: “As far as the sociological 
analysis is concerned, we cannot help voicing our doubts about the 
possibility of reconciling this view with the aim of the International 
Co-operative Alliance which is to achieve ‘the fundamental unity of the 
co-operative movement in all its forms’ (declaration of 1927). It 
appears difficult to match Paul Lambert’s identity principle (co-opera- 
tion = socialism) with the current structure of that movement.” 


The objection obviously springs from the fact that for these authors 
the term “socialism” necessarily carries all the sediments of history 
whereas I place it at the beginning of the co-operative movement. 


I have never said that co-operation necessarily had to associate 
itself with any socialist party nor that the unity of the co-operative 
movement had to be re-examined in the countries where socialism has 
already become a reality. 

It may be useful to recall the exact meaning I gave to the term 
“socialism” when I explained Poisson’s dictum in my work: 

“By this he meant that the statutory regulations as well as the 
functioning of any true co-operative conform with the principles of 
socialism even if this society is a neutral or Christian one or if it serves 
a quite different political or religious ideal. 

“A co-operative is indeed an association. It is, in other words, a 
collective organisation which puts into practice the rule of democracy 
in appointing the right men to all leading positions and aims at being 
useful both to its own members and collectivity as a whole. It not only 
ignores profit and the power derived from capital: it condemns them. 

“Now ... the basis of socialism aims precisely at advancing man 
through a collective organisation in which work alone should be paid 
for and in which personal qualifications and the confidence of others 
should be the exclusive sources of authority.” (Studies in the Social 
Philosophy of Co-operation, p. 41.) 

It was in the same spirit that Charles Gide exclaimed: “Is not true 
socialism... to abolish, in the statutes of our small co-operative 
republics, the rights of capital to management and profit?” 


Let me add here Professor Weiller’s noteworthy proposal: 


“There has been too much insistence on the possibility of making it 
(the social philosophy of co-operation) a ‘third way’ between liberalism 
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and socialism, while, im fact, the co-operators today are lucky enough 
to be able to show how their own techniques can, within each of these 
actually conflicting types of organisation, effectively open up the ways 
and means for achieving a democratic type of socialism.” 


CO-OPERATIVE NEUTRALITY DOES NOT MEAN ABSTENTION 


It appears that, in the opinion of Mr. Meynaud and others, I have, 
in analysing the “principle of neutrality”, also compromised it, firstly 
by proclaiming the socialist nature of co-operation in the manner I 
have just explained, and secondly by demanding that the co-operative 
movement should be represented in the leading economic bodies of the 
State in order to be able to put forward projects of economic and 
social reform. 


In the opposite sense, Dr, Karel Pernica, Dean of the Faculty of 
Commerce at Prague, has reproached me for allowing the co-operative 
federations the right to choose neutrality, and he goes as far as writing 
that the I.C.A. is not and cannot be neutral. 


In my work I have explicitly stated that the principle of neutrality 
is only compulsory for the I.C.A., not for any individual co-operative 
or federation. In every country the co-operators have to decide for 
themselves in the light of the history of their movement whether they 
wish to join any political or religious ideal or whether they want to 
proclaim the principle of neutrality. 


But co-operative neutrality—whenever it exists—does not mean 
indifference about or abstention from the major economic and social 
problems. 


Before explaining this, I shall, as Mr. Pernica has does, briefly 
recall the historical background which I shall use for disputing the 
interpretation of that author. 


The Rochdale Pioneers did not include the principle of neutrality 
in their statutes. A resolution passed by the general meeting in 1850 
gave each member full liberty “to speak his sentiments on all subjects”, 
a statement that can be interpreted simply as a rule of tolerance. But 
later developments show that this was indeed an outline of the principle 
of neutrality. In 1861 the president made an explicit statement which 
was approved by the meeting and included in the minutes: 


“The principles of the Rochdale Co-operators are, Ist, not to enquire 
into the political or religious opinions of those who apply for member- 
ship into ours or any of the various Co-operative Societies in our town; 
and, that the consideration of the various political and religious 
differences of the members who compose our Societies should prevent 
us from allowing into our councils or practices anything which might 
be construed into an advantage to any single one of each sect or 
opinion.” 5 


5 See Agenda of the 14th Congress of the 1.C.A., pp. 142-143, 
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Through the second point of this text, the Rochdalians wished to 
avoid having carefully to dose the composition of their boards by 
taking into account different tendencies, and having to weigh decisions 
according to whether they might possibly serve the prestige of any 
director or opinion. 


Even though the word “neutrality” is not explicitly mentioned, this 
is what that principle amounts to. 


It is true, of course, as G.D.H. Cole has stated, that the Pioneers 
only thought of the different tendencies dividing the workers’ movement 
and did not imagine that any conservative might ever join them. But 
the general wording of their resolution would have easily allowed them 
to accept any such application. 


This is why Dean Pernica’s conclusion, which fails to take into 
account the above text, is very much open to discussion. 


“The objective and historically established truth shows us, of 
course, how absurd it is to try to attribute to the Rochdale Pioneers a 
traditionally unpolitical or politically neutral character.” 


In another passage, Dr. Pernica affirms that the idea of neutrality 
arose only “at a much later stage” of the co-operative movement, in 
connection with “the development of a class society”. But only seven- 
teen years elapsed between 1844 (when the Society was formed) and 
1861 (when the principle of neutrality was explicitly laid down). 
Several Pioneers from the earliest years were still alive, one of them 
Greenwood. Moreover, the expansion of capitalism does not enter into 
the question. The Industrial Revolution in England began in the 
eighteenth century and in 1844 the Pioneers were already wage 
earners. ® 


As the co-operative movement in Britain later on abandoned 
neutrality, one cannot assert that all co-operatives are necessarily 
neutral. But it is just as impossible to say that a co-operative has no 
right to choose neutrality. 


The truth is that the Pioneers of yesterday, as the I.C.A. of today, 
never meant neutrality to exclude a social philosophy or the will to 
change society. 


Charles Gide, for whom no co-operative should ever be attached 
to any party or religion, was the author who, more than any other, 
warned co-operators from interpreting co-operative neutrality in a 
passive sense: 


6 Dr. Pernica is also unjust with regard to Charles Gide. If Gide was unnecessarily 
aggressive in his disputes with the socialists, it must also be said that, in turn, many 
-socialists underestimated or even fought co-operation. Bebel said in 1893: “We attach 
no value whatsoever to the advantages which the consumer co-operatives provide for 
their members.” And as late as 1904, Jaurés had to defend the consumer co-operatives 
against Guesde. It was the Belgian workers’ party which set an example by gradually 
rallying all French and German socialists to co-operation. 

On this point of history, cf. The Social Philosophy of Co-operation, pp. 128 and 
272 (citation of Totomianz on the international role of the Belgian socialist co-operators) 
and Jean GAUMONT, Jaurès coopérateur, Paris, F.N.C.C,, 1959, p. 61 (citation of Bebel) 
and p. 80 ‘reply by Jaurès to Guesde), 
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“But what does the term neutrality really mean? It can convey very 
different ideas. 


“Does it mean that co-operatives should not deal with social 
problems? This would be absurd; since the very objective of a co- 
operative is to provide what it believes to be a solution to the social 
problem. This solution may be more or less bourgeois if its only aim 
is to reduce the cost of living, to encourage saving and to acquire 
property; it may be more or less socialist if it intends to eliminate 
parasitism in all its forms, to abolish profit and to conquer trade and 
industry. The programme of the Rochdale Pioneers, who had no 
lesser an aim than to create a new society, was certainly not neutral 
in the ordinary sense of the word and that of what is known as the 
Nimes school is even less so.” (La coopération à l'étranger. Angleterre 
et Russie. Cours sur la Coopération au Collége de France—Co-operation 
abroad. England and Russia. Lectures on Co-operation given at the 
Collége de France. December 1925-May 1926, pp. 69 and 70.) 


Further on, Gide explains that the principle of neutrality has a 
negative connotation. By adopting it, the co-operatives renounced 
supporting a political party by incorporating its programme in their 
statutes, by compelling their members to join it, by subsidising it or 
by backing its candidates in the elections. 

It has thus become clear: as often happens, the discussion first 
requires a terminological explanation. Whoever holds the view that 
I have neglected the principle of neutrality or that I have, on the 
contrary, attached too much importance to it, has not interpreted 
neutrality as Gide did and as I am interpreting it today. 


Co-operative neutrality means independence of the political parties. 
It by no means hinders the co-operatives—if they so wish—from 
spreading and trying to generalise their own principles of organisation. 
It does not prevent them from taking a stand—adopted by the majority 
of their members—on a definite economic or social problem in which 
they are interested. It does not forbid them to influence political deve- 
lopments of their own accord with a view to resolving a problem in the 
way they wish, by appealing to public opinion and to the existing 
political parties. 

Taken in this sense, neutrality as proclaimed in article 7 of the 
I.C.A. statutes is in no contradiction with the first article of these 
statutes: 


“The International Co-operative Alliance, in continuance of the 
work of the Rochdale Pioneers and in accordance with their Principles, 
seeks, in complete independence and by its own methods, to substitute 
for the profit-making régime a co-operative system organised in the 
interests of the whole community and based upon mutual self-help.” 
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THE FAIR PRICE 


Mr. Rezsohazy has made an investigation in order to check whether 
Charles Gide, as I have stated, was indeed the first modern author to 
take up and defend the fair price doctrine, and he has confirmed to me 
that his conclusion tallies with mine. 


He has also told me that his—remarkable—summary of my ideas 
on that subject implies his own approval.7 I am particularly happy 
that a new bridge has thus been formed between socialist ideology and 
Catholic thinking. 

Mr. C. Vienney has made a very penetrating analysis of my 
argument with B. Lavergne on the fair price. He shows that there are 
two different points of view: B. Lavergne considers the actual price of 
every commodity and service and mainly has in mind the equilibrium 
of supply and demand; I am concerned—after the exchange—with 
rectifying the over-all price of production through the collective 
dividend, having mainly in mind a fair distribution of income. I should 
like to pick out the following phrase from Mr. Vienney’s statement: 
“The concept of the faire price...expresses the will to transform the 
system of income formation and distribution.” 


B. Lavergne and M. Boson have failed to take into account the 
distinction I had made between the fair price doctrine and the theory 
of the labour-value; they have, in fact, reaffirmed that these two 
concepts are identical. However, there is a very clear-cut distinction. 

The theory of the labour-value claims to explain the value of ail 
commodities—even in a capitalist system—by the working time required 
to produce any given commodity. 


The fair price doctrine, on the other hand, is concerned with the 
values it observes, whatever the explanations about their make-up put 
forward by the different schools of economists. It shows that under a 
capitalist system these values can be divided into the remuneration of 


7 This is how Mr. Rezsonazy summed up, in the Revue du Centre catholique 
international de la Coopération, the statements on the fair price contained in The 
Social Philosophy of Co-operation: 

(1) Pure interest, which subsists when there is no expense or no risk, is illegi- 
timate. But it can only be suppressed provided the social organization allows the 
necessary investments through a mechanism other than borrowing. 

(2) The fair price is the price that includes no remuneration of property, the price 
that remunerates labour alone. It is not, therefore, the price resulting from the law 
of supply and demand. 

(3) However, work remunerated by the fair price must be done according to the 
best existing technique; otherwise the price would no longer be fair since it would 
bring about an exploitation of the consumer. 

(4) The fair price doctrine does not mean the complete abandonment of the law 
of supply and demand. According to the circumstances, it will be necessary either 
to let the price rise above the remuneration of labour or to let it fall below. Through 
this, the fair price is in no way jeopardised as long as where the price is superior 
or inferior to the remuneration of the necessary work—the positive or negative dif- 
ferences are absorbed by the community as a whole. Since relative scarcity is the 
general case, positive differences, that is benefits, will prevail. If these benefits are 
distributed again to the community, the definitive price conforms to the fair price. 

5) The concepts of fair price and fair return amount eventually to the same 
thing. 
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labour (wages in a broad sense) and the remuneration of property 
(profit in a broad sense); it demands that institutional changes be made 
so that eventually labour alone shall be remunerated. 


The theory of labour-value and the fair price doctrine therefore 
stand on entirely different levels. Let us assume, for example, that the 
former is completely wrong and that the full explanation of the values 
is to be found in a combination of utility and scarcity. The doctrine 
will proclaim: “This is entirely indifferent to me, I take values as I 
find them, i.e. the same total value of national output. What is 
important to me is value on the one hand and income on the other; a 
given total value represents an equal total income. I want this income 
to be distributed differently so that all of it remunerates labour; this 
is to be done with the help of economic institutions providing for the 
redistribution to the workers of all that today constitutes profit, 
interest and rent and land rent.” 


As far as, more particularly, my condemnation of pure interest is 
concerned, my teacher and friend Bernard Lavergne accuses me in a 
friendly way of romanticism. He might, in just as friendly a manner, 
stress the medieval nature of my conviction, since it is indeed founded 
on very ancient propositions. 


Apart from the question of risk, I consider interest illegitimate. It is 
to me that any man who has considerable capital funds should, by 
investing them, be able to live on income from these without doing any 
work and thus use a part of national output. 


I say “apart from the question of risk”. Risk does not, in fact, 
explain interest altogether. The proof is that interest exists even when 
there is not risk involved at all. Let us take an example which, 
although it goes back to old times, is nevertheless a good illustration: 
when in the nineteenth century a sum was lent in Great Britain, France 
and many other countries, the lender by no means feared any loss in 
the value of the money; there was, in fact, no monetary risk involved; 
and when the lender at the same time demanded in guarantee a mort- 
gage on a building destined for habitation in an expanding urban 
centre, he was also not afraid of not being repaid; even so, this lender 
was paid an interest. 


I am fully aware that the suppression of interest as a type of 
personal income involves a very long process since loans to private 
individuals must be replaced by different methods of financing. I am 
also aware that, in the meantime, undertakings must maintain their 
existence by using the existing methods. 


The old idea that pure interest is illegitimate may be right or wrong. 
But the time that would be needed for the economic changes which 
would lead to its acceptance would entail, no real relevance to 
the fundamental problem. Sismondi, the great Geneva economist, pro- 
posed social security for the workers at the very beginning of the 
nineteenth century; however, it was only realised once the Second 
World War was over. 
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There is a final point that needs to be elucidated. Corporate 
interest payments play a useful role: they compel undertakings to 
choose between all possible investments and to select only those capable 
of supporting the interest charges. This is why the elimination of 
interest as a type of personal income does not necessarily imply the 
total disappearance of interest. Let us assume that all credit operations 
are handed over to a financial institution which is both of a public and 
a co-operative nature. By law, this institution would be provided with 
funds through a levy on all corporate income. There would be no 
obstacle for it to make an interest charge on all loans granted. But 
since the institution would be both public and co-operative, it would 
distribute its net profits to the collectivity at the end of every fiscal 
year. Interest, therefore, would continue to play its economic role, but 
would have disappeared as a type of personal income. ® 


To end with, B. Lavergne wonders how it is possible to prevent a 
scarcity of products from causing these prices to rise above the worth 
of the necessary labour. I have wondered about this, too, and this is 
why I have explained that the price of the total production should be 
adjusted in the final resort when the profit is redistributed to the 
community as a whole: 


“But in a totally co-operative economy it will often be necessary 
in order that supply and demand should match, either to let the price 
rise above the remuneration of the necessary work, or to let it fall 
below it. 

“Does this amount to abandoning the fair price doctrine? 


“Not at all. The price superior or inferior to the remuneration of 
the necessary work becomes the fair price when the positive or 
negative differences are absorbed by the community as a, whole.” 
(Studies in the Social Philosophy of Co-operation, pp. 146 and 147.) 

Bernard Lavergne has given no reply to one of my objections: how 
to reconcile the apology of competition with the aspiration of a total 
triumph of co-operation. 


CO-OPERATION, TRADE UNIONISM, THE STATE 


Messrs Vienney, Boudot and Lacroix have made reservations with 
regard to my wish to bring trade unionism and co-operation closer 
together. Mr. Vienney, in particular, wonders whether I have been 
consistent, since I have shown that consumers (like producers) are 
divided into mutually very different groups. Am I not falling back into 
abandoned tracks when—speaking of economic democracy—I observe 
two homogeneous groups: producers and consumers? 

To this I would reply that, at a corporate level, and particularly 
at that of co-operative undertakings, there is a very clear distinction. 


8 The above has been explained in different words Studies in the Social Philosophy 
of Co-operation, pp. 55 and 56. 
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It is perfectly correct that there are on the one hand the representatives 
of the consumers of commodities, and on the other hand the repre- 
sentatives of those who produce them. 

I do not believe, as Mr. Lacroix has suggested, that all possible 
legal formulas in this regard have been entirely exhausted. Institutions 
facilitating agreement and synthesis must be made available to the 
people. This does not mean, of course, that the institutions alone will 
ever be sufficient: education, effort and the full understanding of the 
position of others must follow. 

For the later development of co-operative reality, the agreement 
which Bernard Lavergne has given me here will be doubtless of great 
value: 

“I agree with Paul Lamberts view that the staff of consumer co- 
operatives, which forms a group distinct from that of the members, 
should appoint some delegates to the societies’ boards of management. 
] also agree with him that it would be an excellent idea for the trade 
unions grouping the staff of the co-operatives to appoint one or two 
delegates.” 

With regard to the State, Mr. Boudot expresse fears which honour 
him. It is perfectly true that the administration tends to extend its 
tentacles and that private and public co-operative managers must be 
very strong if they wish to preservé autonomy, without which there is 
no co-operative order. 

But once this has been said, | am certain that co-operation would 
fall into stagnation if it wanted to exist as a distinct body, entirely 
unrelated to the action of the State. No doubt-—and here I am referring 
to Bernard Lavergne’s commentary—the State is not infallible and 
can be mistaken in its definition of the public interest. But under a 
democratic régime, the rules of the game force us to submit to the 
successive definitions given by the parliamentary majority as to what 
constitutes the public interest, although we can influence public opinion 
so that these definitions agree with our point of view. 

All co-operators of the old world who have visited the economically 
underdeveloped countries admit that in that part of the world co-ope- 
rative action is impossible without being helped and guided by the 
State. 

In the economically developed countries, there is no question of 
accepting any control on the management of co-operatives under 
private law. But the co-operative movement must take its place in the 
leading economic and planning bodies so as to participate in decision 
making. It must really become the “relay-point’ between the State 
and individuals which Fauquet had in mind. It must also put forward 
its own plans for the solution of the major economic and social 
problems with which it has been concerned since its beginnings. 

Like Edgard Milhaud and Bernard Lavergne, I see no other way 
which will lead to the triumph of co-operation. 
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The author begins by recalling the present realities of capitalist enter- 
prises: a group “holds in its possession a sufficient number of shares to be 
able to dictate its law at the general meeting” (p..11). Even in a family 
business “failures to recognise the rights of property are rather frequently 
met with” (p. 12). The result is that heads of business concerns are not, 
in fact responsible to anyone: “The normal corollary of power is responsi- 
bility. This, however, is not true of heads of business firms” (p. 26). 


In passing, he borrows several pungent observations from the American, 
David Granich, on the subject of Belgium: the lack of any discredit for fiscal 
fraud (p. 16), a far higher than ordinary status of the businessmen, and 
contempt of service for the State (p. 24). He stresses the fact that the press 
criticises the smallest activity in the public sector, but has “never bothered 
to enquire into what happens in the private sector”, as if injustice or abuse 
could not be found there (p. 36). 


He then takes various precepts from the encyclical Mater et Magistra: 
workers should be more closely associated with the enterprise, they should 
be able to assume responsibility in it, to find in it an expression of their 
personal initiative; also they ought to have a greater share in the accruing 
benefits, and even a right of property over the wealth obtained through auto- 
financing (pp. 41 to 45). 


Among the proposed reforms, Mr. Vandeputte shrugs aside those which 
tend to strengthen the rights of thirty shareholders at general meetings: 
“It would appear certain that these shareholders are not interested in the 
right to vote, nor in the control which it is intended to give them” (p. 73); 
at the same time, the hope of reviving appreciably the public issue of shares 
and bonds has, to date, been rather ineffectual (pp. 73 to 80). 


The author also brushes aside those. solutions which, under one guise or 
another, involve joint management. He points out that most unions, taught 
by experience abroad, fear more particularly that their demanding action 
might be slowed down by such a formula (pp. 85 and 89). 

In this respect let us call to mind the elaborate study of joint management 
in Germany made by our collaborator Mr. Edmond Langer (Liége, ICRICE, 
1957); although leading to slightly differing conclusions, this succeeds in 
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throwing some light on the thesis stated here. Joint management comprises 
some important positive aspects: the initiation of many workers into the 
problems of management; model conditions of work; however, it is true that 
it has not contributed to the increase of salaries. Outside Germany, quite 
a number of workers’ organizations have shown a preference for control 
rather than joint management. 


From the viewpoint of repartition Mr. Vandeputte upholds a very ancient 
idea of participation in profits. He calls attention to several recent statements 
to this effect, and writes: “One is almost astonished to find that, given the 
existing convergent opinions, the representatives of the workers have not 
put more stress on the necessity for revising the repartition of profits” (p. 109). 


In our opinion, socialist inspired unions continue to show hostility on 
principle to participation to the gains of private enterprise: this would 
incite workers to want large profits, even at the expense of consumers, and 
would mean their integration with the régime. There are other ways of 
increasing the share of wage earners in production, notably certain bonuses 
for productivity. 

In order to bring workers nearer to management, the author, along with 
the Christian Centre of French employers and business managers, recommends 
that the employees be associated “with the study of the problems of production” 
(p. 111). It is known that in Belgium the “common declaration” on product- 
ivity signed by employers’ and workers’ representatives alike (not analysed in 
the work under review, perhaps because the author doubts its efficacy), 
makes the same recommendation. 


The councils of enterprises, above all, have great potentialities. Certainly, 
tip to the present time, the experiment has disappointed the workers (p. 91). 
Nevertheless, “it is through the channel of the enterprise council that the 
conception of a working community to be established within the enterprise, 
should make headway” (p. 92). To this end the author proposes, first of 
all, some felatively minor improvements: “The law of 1948... too easily allows 
the replacement of a business manager by delegates...” (p. 93); “Managerial 
staff should not form a part of the workers” (p. 94). In addition, accurate 
and comprehensible accounts are “an indispensible prerequisite” (p. 95; adde 
pp. 61 to 68); business auditors should have a higher status (p. 64); it 
would be advantageous to stretch over other matters the right of the enterprise 
council to make recommendations (p. 98); little enough, some will say, but 
still “a step in the right direction” (p. 99); above all, as Bloch-Lainé stipulates, 
the workers should be able, within strictly defined limits, to demand the 
dismissal of an incapable business manager, through an economic tribunal 
(pp. 100 to 102). 


Here we allow ourselves to insert a reflection for which the author of 
this book holds no responsibility at all; the day when a tribunal is empowered 
to dismiss a business manager we shall not be far from an economic system 
vastly different from our present one: where an independent organism could 
then also choose a business manager. 


The principal object of this work was not the study of public enterprises. 
Let us simply keep this disillusioned remark: “In Belgium, public enterprises 
have, at the present time, very little support when it is a question of working 
out the conditions indispensable to their prosperity. They are readily criticised, 
and run frequently into indifference, if not ill-will, on the part of the rulers. 
and of public opinion (p. 82). 
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The work deliberately chooses the view of Christian democracy. More 
generally speaking, at short term, the programme outlined is very close, in its 
broad lines, to the wishes expressed by Belgian unions of every tendency. 
The author, whose intellectual and moral courage is evident, offers us the 
fruit of his observations and prolonged reflections from the recent literature 
on this subect. 

Paul LAMBERT, 


Professor at the University of Liège. 


E S. KIRSCHEN, J. BENARD, H. BESTERS, F. BLACKABY, O. ECKSTEIN, 
J. FAALAND, F. HARTOG, L. MORISSENS and E. Tosco, Economic 
Policy in Our Time, Vol. 1: General Theory; Vols. I and III: Countrv 
Studies, Amsterdam, North-Holland Publishing Company, 1964, 
474, 224 and 483 pp. 


This imposing work, divided into four parts, and comprising three volumes 1 
has been carried out by nine writers who have worked in co-operation in the 
preparation of the first tome and have written, each for his respective 
country, the surveys which make up volumes II and Ill. Volume lI includes 
the monographs relating to the United States (O. Eckstein), Great Britain 
(F. Blackaby), and Norway (J. Faaland). Volume III investigates France 
(J. Bénard), the Federal Republic of Germany (H. Besters), Italy (E. Tosco), 
the Netherlands (F. Hartog) and Belgium (L. Morissens). The Grand Duchy 
of Luxemburg has been omitted as several of the most important instruments 
of economic policy are not at their disposal. 


The book constitutes a welcome synthesis on the subject of a very real, 
if little known, topic. Economic policy is, indeed, the end result of a whole 
series of ideas and systems, having state intervention as common denominator. 


The work begins with an attempt at the definition of the four concepts: 
aims, objectives, measures and instruments of economic policy. The authors 
are inspired by the views of Tinbergen while changing, at times, his terminology. 
Always in the first part, the authors endeavour to produce a standard classifi- 
cation of objectives and instruments which they hope may be as useful in 
the field of economic policy as is the standardised system of the O.E.E.C. 
in matters of national accounts. As a matter of fact, international discussions 
on this topic are frequently hampered because of the lack of uniform definitions. 
As an example, let us quote the phrases—fiscal policy and politique fiscale, 
both of which are formed in the same way in the two languages, but which 
refer to entirely different things. Fiscal policy, in point of fact, corresponds 
with our budgetary policy. 

We note that the authors, in the detailed analysis of the various instruments 
available in the nine countries, have passed beyond their simple aim of 
classification in order to ascertain in what measure these instruments are 
used and what objectives they serve. 


However, a pure and simple classification would tend to make the process 
of economic policy appear as being too rational. While “In fact, economic 
policy decisions, like other policy decisions, were often made in the heat of 


1 Vol. I covers the first three parts of this work; Vols. II and III make up its 
fourth part. 
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party struggle, with uncertain knowledge, conflicting interest groups, conflict- 
ing views within the government itself, and sometimes with conflicting 
economic advice” (p. vi, vol. I). This is why the authors, in the second 
part, analyse the process of policy making, namely who are the “policy 
makers”, what are the conflicts and the choices in the selection of objectives 
and of instruments, and what are the difficulties created by the delay which 
elapses between the time of the appearance of an economic problem and 
that of the eventual decision. 


In the third part, provided, on the one hand, with their classification and 
on the other with their analysis of the process of policy making, the writers 
compare the measures actually taken by the eight governments between 
1949 and 1961. Let us say, in passing, that the year 1949 was chosen as 
the date of commencement of the period studied because the immediate post- 
war period of reconstruction ended then. 


The authors insist strongly on the fact that this is not an exhaustive 
history giving all the measures taken for each objective in every country, 
every year. It is a question, rather, of a representative “survey”, meant to 
describe the general characteristics of economic policy in the countries under 
consideration and to show what were the major changes during the period. 


For instance, the policy pursuing short-term objectives is analysed by 
studying the reactions of countries towards the problems of inflation and 
recession. Likewise, the differences in the utilisation of the instruments and 
in the importance attributed to the objectives from one country to another, 
are shown. | 

In order to illustrate the policies aiming at long-term objectives, there is 
an analysis of the measures which favour the expansion of production and 
of those- which increase the repartition of incomes and wealth. This is 
how it has been possible to ascertain that during the period under consi- 
deration most countries put expansion of production in the forefront, whereas 
before 1949, the accent was placed more on bettering the repartition of 
incomes. 

The most far-reaching development of the period reviewed is the tendency 
towards internationalisation of policy. A chapter is devoted, therefore, to 
the new measures related to those institutions which favour—and sometimes 
even demand—international co-operation on economic policy. 


These considerations lead the authors to examine European economic 
integration. This results from the transfer of the use of some instruments 
of economic policy to international organisations which limit the utilisation 
of other instruments and insist upon the harmonising of certain measures. 


In the fourth part (vols. H and UD, the authors confine themselves 
voluntarily to classifications and comparisons; they make no criticism of 
the efficacy of the policies. 

The structure of the studies by countries was conceived with a view to 
allow an international comparison on the basis of the terminology and of the 
system of analysis of economic policy presented in detail in volume L Each 
monograph comprises three sections: first, a brief summary of the economic 
policy followed during the chosen period by the country under review; next, 
the economic policies pursued with a view to attaining short-term objectives: 
this is the conjunctural aspect. Lastly, the final section describes the type 
and nature of economic policies when aiming at long-term objectives. This 
is the structural aspect. 
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One last remark about the limitation of scope of this study. Only the 
economic policy of the government is scrutinised; to the exclusion of forms, 
of interest or private groups who, by their action also influence the economic 
life. This applies, too, to nationalised enterprises insofar as they pursue 
their own economic policy. Hf, on the contrary, they act as agents of the 
government, they are included in the survey.- Mention is likewise made of 
the policy adopted by international organisations, which sometimes through 
their own policy, modify that of member countries. 


Finally, communist countries and those in_.course of development are 
left out of the study, because of the fundamentally different character of 
their economic policy as compared with that of countries developed by market 
economy or mixed economy. 


Naturally, this work is a most valuable instrument of reference for spe- 
cialists. But, because of the absence of theoretical discussion on mechanisms 
and economic effects, it can be .consulted with. equal profit by all those who, 
from near or far, are interested-in the government and in the policies of the 
Western nations. 

| Solan ge LANGER, 
Assistant.at the University of Liége. 


Jacques LECAILLON, Croissance, répartition et politique des revenus, 
(Growth, Repartition and Policy of Revenues), Paris, edited by 
Cujas, 1964, 192 pp. 


This popular work offers the reader a synthesis ‘of the theory of reparti- 
tion formulated by J. Marchal and J. Lecaïllon in “La répartition du revenu 
national” and its application to a concrete case, contemporary France. 


Before tackling the main theme of his analysis, Mr. Lecaillon studies “the 
reports of growth and repartition in French economy” (p. 17), from the end 
of the 18th century (measuring growth by the increase in per capita income), 
and describes four phrases of the evolution: 


(1) from the end of the 18th century to 1850: slow rate of growth, reduction 
in agricultural revenue, increase in industrial and commercial revenues ` 
and stability of the share of wages. ` 


(2) from 1850 to 1914: accelerated growth, reduction in agricultural and 
commercial and industrial revenues, increased share of the wage earners. 


(3) from 1914 to 1945: quasi-stagnation of the economy and stabilisation of 
the structure of repartition. 


(4) contemporary epoch: comparable with the second period, but along dif- 
ferent lines, since full employment has been achieved and inflation reigns. 


“Repartition being the indispensable stage between production and utilisa- 
tion of national revenue, it is no longer sufficient to explain the make-up of 
such and such a price factor; research must find out how revenues coming 
from differing sources are collected and earmarked by economic media for 
consumption or for savings” (p. 41). This. now leads the author, in the 
second part, to the analysis of the categories of participants to the repartition. 
To “direct repartition”, “final repartition” must be substituted, that is “after 
working out of fiscal and social transfers” -(p. 44), so as to arrive at the 
available revenues. Then again, “categories of a homogeneous nature” must 
be defined (p. 42). Mr. Lecaillon analyses categories of househoulds accord- 
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ing to their sources of income, the standard of living attained by these incomes 
and the use made of them, and he infers from them those categories which 
can “play a decisive role in repartition” (p. 52): “agricultural households, 
holders of non-agricultural profits, high-level wage earners, managerial wage 
earners and beneficiaries of stock.” 


Having thus defined the categories of the participants in the repartition 
of national revenue, J. Lecailloh reaches the third part, “the evolution of the 
situation of these categories” (p. 64) in contemporary France. After having 
remarked that “between 1938 and 1951, the repartition of available revenue 
between the income from employment in a broad sense and gross profits 
has remained stable” (p. 68), the author. devotes the third part to the 
contemporary period (1951-1962): during this period the position of the 
principal categories with regard to repartition has changed. 


TABLE XX (p. 183) 


Evolution of the repartition of revenues available (in - percentages) 











Categories 1951 1956 1959 1960 1961 
Agricultural owners .......... 13.2 10.4 9.8 10.1 9.4 
Agricultural wage earners .... 2.3 18 1.6 1.5 1.5 
Employers, managers and pro- 

fessional classes ........... 24.2 22.7 21.0 21.1 20.9 
Other wage earners .......... 32.9 35.2 35.5 35.5 36.4 
Non-active sims SS 8.8 10.6 10.1 10.1 10.2 
Non-residents and population 

ADAG. sr terne an 2.3 2.1 2.1 2.1 2.1 

Adjustment ........ — 13 — — — — 
Rev. of administrations ....... 6.1 48 8.0 7.7 7.7 
Gross rev. of societies ........ 10.8 9,4 8.1 8.4 8.0 
Rev. of financial institutions .. 1.1 15 1,5 1.5 
Foreign balance ............. 0.7 1.0 2.3 2.0 2.3 
Total revenues .... 100.0 100.0 100.0 100.0 100.0 


emeng 


This table shows us that “a redistribution works progressively at the 
core of the household incomes, in favour of the wage earners and to the 
detriment of the profit-holders” (p. 73). This redistribution has influenced 
the global propensity to save (in the sense of a diminution, despite the 
increase of incomes), and the orientation of consumption (in the sense of 
a lessening of the global propensity to consume food products). 

The redistribution of the national income is accompanied by a modification 
in the socio-professional structure and the disparity in the evolution of 
remunerations, necessary in a rapidly growing economy and sources of 
“social tensions”. 
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Redistribution is “linked with the action of three processes characteristic 
of growth: the process of industrialisation and urbanisation, the process of 
concentration and that of intervention by the State” (p. 78). The author asserts 
that growth leads to an intensification of social claims which themselves 
encourge the diffusion of inflationary tendencies. This tendency is stronger 
in France than elsewhere, for here organised groups are many and each has 
its claims. 


One can understand that in these conditions the problem of social and 
economic equilibrium is an acute one. It is this problem which the author 
examines in the fourth part. From 1949 to 1963, French economy, without 
being strongly shaken by the conjuncture, has nevertheless known successive 
phases of expansion and stagnation. “Repartition does not operate in the 
same way from one phase of the conjuncture to the other” (p. 108): during 
phases of expansion full employment of man-power increases the share of 
the wage earners and brings about a reduction of the propensity to save and 
a problem of investing; during the periods of inflation the augmentation of 
the share of the wage earners is checked, the decrease of the share of the 
business owners is slowed down and global demand diminishes, expansion is 
stopped; in periods of stagnation the behaviour of social groups hinders 
the reversal of conjuncture (towards depression) because of the “inertia of 
the incomes” (p. 112). | 


Economic balance exists when the global supply equals the global demand. 
Mr. Lecaillon takes up the scheme of P. Samuelson in order to determine 
global supply and demand. He explains that it-is under the influence of the 
phenomena of repartition that global demand evolves. Economic growth is 
only realised thanks to imbalances, but a. national policy of revenues can 
limit these imbalances. This policy should be put into effect in collaboration 
with the different organised groups which all, thanks to better information, 
should accept to limit their claims in order to reach a “better social equi- 
librium” (p. 136) and to maintain it. 


But will not growth be slowed down by this policy of revenue? If we 
reduce the disparities of revenues by favouring wage earners, savings will 
diminish and measures will have to be taken to stimulate these savings and 
to guide them towards the most worthwhile investments. Mr. Lecaillon pro- 
poses to limit loan to consumption. On the other hand, to maintain growth 
“shifting of factors from one branch, and from one sector to another” should 
be allowed (p. 146), thus causing certain disparities in remuneration. Towards 
this end the consent of the different groups would have to be obtained. 
Furthermore, “a genuine policy of revenues cannot be thought out indepen- 
dently of an action on the structures” (p. 149). 


Madeleine AUGARDE, 
Assistant at the University of Liége. 


R.A.D. EGERTON, Investment Decisions under Uncertainty, Liverpool, 
Liverpool University Press, 1960, 100 pp. 


This work constitutes an original contribution to the theory of investment 
under conditions of uncertainty. It is lined up, more particularly, with the 
theory held by Professor G.L.S. Shackle, which the author endeavours to 
expand and generalise. 
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ae ~The author begins with a brief reminder of the present state of the theory 
‚>. Of investment under conditions of uncertainty. After having criticized the 


- - application of statistical probability to the analysis of decision to invest in 


a context of uncertainty, he explains the theory developed by Professor Shackle, 


-underlining its progress in relation to the probability approach. The criticisms 
-to which the theory of Professor Shackle has itself been submitted are taken 


LA 


‚into consideration. If. ‚some of these criticisms are known to be of but minor 


importance, it appears, nevertheless, that this theory is not able to cope with 
all types of “uncertainty. The writer then compares Professor Shackle’s 
theory with that put forward by Mr. A.D. Roy, the latter being based on the 


_ hypothesis of “safety first”. He emphasises the extent to which these two 


theories could appear as special cases from one another. - 
Having thus drawn the “attention on the existing controversies in this. 


field,. the author then builds up his own ‘theory, which is an extension of 


Professor Shackle’s, since Mr. Egerton accepts, in first se at least, 
the fundamental hypothesis of this latter theory, as follows: “that an 
investor simplifies his uncertain expectations about the outcome of. an invest- 
ment project. to two values” (p. 34). The author therefore endeavours to 


‘elaborate a theory which, while retaining a substantial -part of Professor 


Shackle’s, ‘is nonetheless able to escape the criticisms to which the latter has: 


‘been subjected. This is achieved’ by modifying,’ from the start, the nature 


of the card of indifference whence Professor Shackle’s reasoning branches off. 

However, after having pursued the analysis on the basis of the specific 
convention by which the investor reduces to two possible results the sum- 
total of uncertain results, the author arrives at a consideration of cases where 
this hypothesis has to’ be abandoned, since it is proved to be incapable of 
explaining the simultaneous possession of more than two assets. In order 
to establish a general theory of the possession of assets, he is therefore led 
to substitute to it the hypothesis by which expectations are simplified to 
a number n of terms, n standing for more than two. This hypothesis then 
allows him to explain the gain expected from the possession of a portfolio 
of - holdings. 

For this demonstration, the author resorts preferably to the graphic 
method. The numerous diagrams used appear very suggestive and greatly 
facilitate the understanding of the text. If the work is in the main addressed 
to a specialised public, the short synthesis which precedes it will serve as 
initiation into the problems to be faced at the present time in this field of 
the economic theory. 

Albert’ MINGUET, 
Qualified Researcher of the National Fund 
for Scientific Research. 
Paul W. MACAVOY, Price Formation in Natural Gas Fields. A Study 
of Competition, Monopsony, and Regulation, New Haven & London, 
Yale University Press, 1962. XIX+281 pp. 


In 1954 the United States Supreme Court charged the Federal Power 
Commission with the regulation of prices in the natural gas fields, in order 
to prevent the producers from taking advantage of their monopoly and exploit- 
ing the consumers. ` Mr. Paul MacAvoy wondered whether such a state of 
monopoly in fact existed, and consequently, if such a regulation would be 
justified. He tells us, in this work, the results of his investigations. 
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The author first examines the technical and legal aspects Of supply and, : 
demand in the field of natural gas. On this basis, he. next defines the: 
theoretical characteristics of price-fixing in the case of monopoly, monopsony 


or competition. This analysis, profusely illustrated by diagrams, is sum- : 


marised, in a short appendix, in mathematical terms. This leaves the author 
_ with nothing to do but compare the theoretical models thus established with 
the actual prices, so as determine which of these models corresponds most 
closely with them. dE ` 


This comparison covers the prices existing from 1950 to .1960, in three 
large zones of production: western Texas and New Mexico, the coast of the 
Gulf of Mexico (eastern Texas and Louisiana), and the Mid-Continent (Kansas 
and Oklahoma). In this way the author shows ‚how these different markets, : 
. in the coursé of the past ten years, have been characterised either by compe- 
titive prices (in the case of the second zone and the large fields of the third), 
or by prices revealing the existence of a monopsony weakening itself in its 
trend. towards competition (as instanced by the first zone and the limited 
fields of the third). .' 


Having found no trace, in any one of the three zones investigated, of the 
existence of a sales monopoly, Mr. MacAvoy concludes that maintenance of 
‘the price-control by the Federal Commission cannot be justified; he even 
fears that the system of “(maximal) zonal prices” adopted might exercise 
.a harmful influence by causing excessive development of demand and a 
diminution in the number of research bore-holes. In consideration’ ‘of the 
general. tendency on the part of the author towards this conclusion, one must 
regret that he has not included in his investigations the huge natural gas 
field which, in the states of Pennsylvania, Virginia and Kentucky, stretches 
at the foot of the Alleghany Mountains. ie l 

Daniel De BRULLE, 
In charge of Research at ICRICE. 


2. Public Undertakings 


Hans HORAK, Die wirtschaftliche Betätigung der öffentlichen Hand in 
der Bundesrepublik . Deutschland und ihre Probleme (Economic 
- Activity of the Public Sector in Germany and Its Problems). 
Cologne and Opladen, Westdeutscher Verlag, 1964, 115 pages. 


The different aspects of fiscal and economic policy (economic growth, 
regional expansion policy, technical progress, market improvements) are 
motivations for the establishment of public undertakings. Although it is 
difficult to compile reliable statistics, the author has drawn up a number of 
tables conveying a fairly clear idea of the share held by the public sector 
in the national economy of the Federal Republic of Germany. 


The prevailing economic philosophy in Federal Germany is the market 
esonomy system. But even once state activity has been reduced to the 
minimum compatible with this philosophy, several problems remain to be 
solved if public undertakings are to work to the best of the community interest 
` without causing frictions in the system of competition. Mr. Horak has shown 
up several means of how to harmonise the action of the existing forces. 


The best legal form for public undertakings is the corporate status based 
on shares. Concentration of these undertakings is allowable if it permits a 
more efficient organisation. 
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Price policy is only a problem in the case of monopolies or oligopolies 
whose rates are offen determined by political considerations instead of being 
based on cost prices. 


In the context of a harmonious integration of public undertakings into the 
system of free competition, the author also examines their control, their 
taxation ‘as well as their depreciation and financing policies. 


Arlette COLARD, 


Scholar under the National Fund 
for Scientific Research. 


Francesco FORTE, Emilio GIARDINA, Debito pubblico, accumulazione de! 
capitale e investimenti delle imprese. pubbliche (Public Debt, Accu- 
mulation of Capital and Investments in Public Enterprises), Vol. 19 
of the series of studies and monographs published under the 
directorship of M. A. Mortara, Italian section of ICRICE, Milan, 
1963, 97 pp. 


This volume takes up again the reports presented by Professors Forte 
and Giardina in the course of the seminary organised on this theme by the 
Italian section of ICRICE in June 1962 at Milan. 

The first part consists of the work of Professor Giardina and deals with 
the effects of the public debt and super-tax on the formation of private capital 
and on well-being. People react in different ways according to whether the 
State resorts to the public debt or to super-tax: in the first case they save 
less, in the second instance they restrain their expenditure in order to be 
able to pay super-tax. The existence of public debt discourages the creation 
of revenue and the formation of capital; the super-tax, on the contrary, 
exhausts its effect at the time it is levied. With regard to its incidence on 
future generations, super-tax has a tendency to reduce, to a lesser extent 
than public debt, the formation of privaie capital. According to Mr. Giardina 
there are two main types of financing of public enterprises: the public loan 
and the tax. If one has recourse to loan, one notes a shifting of investments 
from the private to the public sector; if taxation is resorted to, one establishes, 
at long-term, a growth of the total formation of capital of the collectivity 
equal to the amount of the financed investment. 


Mr. Forte studies, in the second part of the volume, “The accumulation 
of capital and the financing of public enterprises”. The present economic 
systems engender a cleavage between real capital and the wealth of individuals 
as represented by securities: shares and bonds. More and more the share 
tends to become a bond, while the risks of monetary fluctuations deprive 
these bonds of their character of sale investment. In public enterprises, above 
all, one would wish to dissociate property and control. This is the reason 
why these enterprises issue new types of shares and bonds; they are share- 
certificates and indexed bonds. The essential difference is as follows: the 
reserves can be capitalised to the value of the share-certificate; this is not 
possible in the case of indexed bonds. Mr. Forte offers three criteria of 
indexation: profit, cost of living and the rate of shares on the stock market. 


A. INGENITO, 
In charge of research at ICRICE. 
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La commune au XX° siècle. Rapports du Congrès de l’Union inter- 
nationale des villes (The Commune in the 20th Century. Report on 
the Congress of the International Union of Local Authorities), The 
Hague, International Union of Local Authorities and Martinus 
Nijhoff, 1963, 536 pp. 


On the occasion of the fiftieth anniversary of the foundation of the Inter- 
national Union of Local Authorities, which took place in Ghent in 1913, an 
important congress brought together, in Brussels, representatives of locai 
authorities from thirty-five countries belonging to all continents. The topic 
of the discussion was the development of the communes during the past fifty 
years, 


The volume, devoted to “The Commune in the 20th Century” includes the 
preparatory reports from the national delegations, established on. the basis 
of a vast common questionary and the general report published, in function 
of the information thus obtained, by Sir Harold Banwell, former secretary of 
the Association of Municipal Corporations, in London. 


The questionary supplied to the national delegations concerned, to begin 
with, the development of the commune in the course of the first half of the 
century: Has its autonomy grown? Has it assumed new duties? Have its 
financial resources increased? Has its structure changed? Has it become more 
subject to control by higher authorities? 


Other questions had been specially addressed to those countries whose 
development began only in the course of the last decades and whose local 
administration is of a recent order. 


Finally, the national delegations were invited to specify the share which 
the local authorities take in the carrying out of the activites belonging to 
the cultural, economic and social life of the country. 


It is obviously impossible to give a summary, in this brief review, of the 
statements made by such a large number of national delegations, written 
furthermore in political, social, geographical and economic contexts which 
render comparison difficult. We are therefore expressing solely some refections 
suggested by the Belgian report, established by the Union of Belgian Cities 
and Communes which, all the same, is one of the most copious (from p. 59 
to p. 99). 


The Belgian communes take on the responsibility in every sphere, on 
their own account or as. executive instrument of the decisions made by the 
central authority of ever-increasing duties. Whether it is a question of 
encouraging the installation of new industries, of founding local social 
assistance services, or of giving the citizens the means for better utilisation 
of their leisure, the spirit of initiative shown by the local authorities spares 
no trouble in providing for the multiple needs of the population. 


This dynamism, however, is cruelly hampered, according to the Belgian 
report, by financial difficulties against which come up so many communal 
administrations and, in some respects, by the old-fashioned structure of the 
communes. | 


One must hope that the financial problems will find a satisfactory solution 
within the projects being thought out, at the present time, by the Ministry 
of the Interior, particularly by the one which concerns the reorganisation of 
the communes’ Fund. For, without proper resources, the communes lose, in 
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fact, a great part of their autonomy, becoming increasingly subject to control 
and to the directives of the central authority. 


One worries equally about the parcelling out of Belgian territory into an 
incredibly high number of communes often sparsely populated. Today, the 
tasks undertaken by the local authorities often outstrip the cramped limits 
of the communal districts. It is mainly the large agglomerations which have 
suffered from this state of affairs. Some remedial measures, which one trusts 
will prove beneficial, have been set in motion: the Government is, at the 
present time, attending to the merger of communes; the new office of Vice- 
Governor of Brabant, created by law on the occasion of the language question 
has been given certain authority on the urban and land planning, over the 
communes situated within the agglomeration of Brussels. The spontaneous 
springing up of numerous inter-communals is a frequently used palliative, but 
of a doubtful efficacy, so Jong as these associations remain founded on a 
voluntary agreement. 


The last pages of the volume are et. over to the conclusions which Sir 
Harold Banwell tries to disengage from the mass of information put before 
him in the national reports. The disparity of these reports forces him to 
limit himself to very general, and rather hazy, outlines. Sir Harold points 
out, mainly, the importance assumed by the systems of social security, where 
the communes act as the executive instrument for the execution of measures 
decided upon at state level. Urbanism has become another of the principal 
worries of local authorities when confronted by the phenomenon of the 
continued growth of the urban population, with all the consequent effects on 
the need for housing, means of transportation, etc. 


According to the rapporteurs, however, the present-day life of the local 
collectivities is characterised by three main features. First, there is the problem 
of relations between the central powers and the local authorities: their 
effective interdependence should result in co-operation, whereas only too often 
the State fails to recognise the special competence of local authorities with 
regard to local tasks, while local authorities do not realise the significance 
of local affairs on the national level. 


One must hope that the communal authority will find a satisfactory solution 
of its crisis of growth: can the local entity, without increasing to the point 
of losing its direct contact with the people, still achieve an extension sufficient 
to enable it to cater adequately to the growing needs of the citizens? 


In conclusion, are local authorities, as regards legislation, given the neces- 
sary authority over the undertaking of certain common activities which can 
only develop on larger territories? Also, are local authorities ready to give 
up a part of their independence in order to bring this common undertaking 
to life? 


The answers to these questions are undoubtedly: a prime necessity for the 
communes in the course of the years to come. The task is urgent, because 
one wonders, with Sir Harold, if its realisation is not the main condition for 
the survival of local collectivities at a time when “notions of size and distance, 
linked with a sense of community and of convenience of administration, ideas 
which have justified the establishment of so many of our local administrative 
‘units, today reveal themselves maladjusted to modern needs”. 


J.-P. HAINAUT, 
Assistant at the University of Liége. 
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3. Co-operation 


Paul LAMBERT, La Doctrine coopérative (Studies in the Social Philo- 
sophy of Co-operation), third, enlarged edition, Brussels, Les pro- 
pagateurs de la coopération, January 1965, 374 pp. 


Professor Lambert’s work has become a classic in co- -operative literature. 
This third French edition and the many translations made of it since it was 
first published in 1959 serve as a proot of this assertion. 1 


The author had no wish to change any part of the original text of his work 
for the reasons éxplained in the preface to the third edition which, in fact, 
only differs from the two previous ones through an important supplement which 
adds to some of the teachings of the book. 


In this supplement, Professor Lambert first refutes a number of objections 
made about his book when the first edition was published.2 This is, in fact, 
one of the reasons why the author wished to present the reader with the text 
under discussion in its original form. 


He then goes on to analyse the public co-operative or “régie coopérative”, 
as Bernard Lavergne has styled it, taking as a basis the experiences made 
in Belgium. He shows on what terms public co-operatives can be integrated 
into the co-operative movement. 


He finally explains how co-operative action can be reconciled with planning, 
or more particularly with the type of planning that respects the principle of 
democracy and aims at “the moral and intellectual elevation of man”. ` 


These last two parts of the supplement are capital. They provide an 
answer to the most recent concerns of the co-operative movement at a time 
when the major nations of the West are in the fangs of two types of economic 
revolution: increasing government intervention and the introduction of planning. 


This complement has made the book truly the “sum total” of co-operative 
philosophy. 

The following are some of the major themes treated by the author in a 
vivid and accurate fashion, an expression of a mind which has the rare gift 
of combining the spirit of analysis with that of synthesis: co-operative thought 
before and after the Rochdale experience; the lessons to be drawn from the 
achievements ‘of the famous Pioneers; an analysis and definition of the co- 
operative principles; the fair price doctrine; the principle of the consumer’s 
supremacy; economic democracy and the relationship between co-operation and 
the wage earners; the attitude of co-operation face to face with the state or 
municipal co-operative companies, with nationalisation and with the State; 
the future of co-operation in the developed and developing countries. 


This book is intended to be a work of social philosophy and in it the 
author certainly expresses his convictions and aspirations. However, the work 
also constitutes a unique contribution to co-operative science with all the 
strict objectiveness this involves. 

Arlette SCHMATZ. 


1 Translation into Spanish (ist ed. 1961, 2nd ed. 1964), Hungarian (1961), English 
(1963), Russian (1963), Greek (1963). 

2 This article is included in this volume of the Annals under the title: “Explana- 
tions about the Social Philosophy of Co-operation.” 
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Laszlo VALKO, Essays on Modern Co-operation, Pullman (Washington), 
Washington State University Press, 1964, 143 pp. 


Laszlo Valko presents us with a completed English edition of his Etudes 
sur le mouvement coopératif moderne (Studies on the present-day Co-operative 
movement) of which a review has been published in No. 4, October-December 
1963, of the Annals of Collective Economy (pp. 641-642). 


- The rapid growth of the number of co-operatives and their members brings 
us into a genuine “age of co-operation”, which will probably witness profound 
changes in theory as well as in co-operative practice. In any case there 
cannot be one single formula embracing all co-operative problems. Indeed, 
these appear in different concepts according to the specific conditions and 
the degree of development of each country. 


The author endeavours to define precisely the relations which must exist 
between the co-operatives and the State. If state intervention is indispensable 
in certain countries to guide the first steps of the co-operative movement, it 
should quicly retire, more and more, into the background. 


The Rochdale principles lie at the base of the co-operative organisation. 
Nevertheless, Mr. Valko is of the opinion that these principles should be 
adapted to existing conditions in the modern economic world. Which is why, 
according to him, the principle “one man, one vote” is not absolutely necessary 
for democratic functioning and indeed might prove to be a handicap in some 
large societies. He nevertheless recognises that one should be extremely 
cautious in introducing these adaptations, so as not to change the nature 
of the fundamental values of co-operation. We know that Professor Lambert, 
sometime ago, criticised, in the Annals, these rather nebulous concepts of a 
fundamental principle. 


From a strictly economic point of view, the fusion of small co-operatives 
might be an advantage, but one frequently runs into opposition on this matter 
from members who prefer their small societies where, besides, one finds a 
highly developed co-operative spirit and a lively interest on the part of co- 
operators in the affairs of their association. 


The second part of the work, devoted to co-operative legislation, is greatly 
added to by a report on the International Manual of Co-operative Legislation, 
a vast work of reference which gathers together, in a convenient form, the 
co-operative laws in force in various countries, worded in a spirit of complete 
objectivity without any commentary or personal bias. 


Lastly, the author insists on the necessity of promoting the establishment, 
or the development of specialised libraries, putting at the disposal of 
researchers all the available documentation on the co-operative sector. 


Arlette COLARD, 


Probationer for the National Fund 
for Scientific Research. 
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A. Ghanie GHAUSSY, Das Genossenschaftswesen in den Entwicklungs- 
ländern (Co-operation in Developing Countries), “Beiträge zur 
Wirtschaftspolitik”, Band 2, Herausgegeben von Professor Dr. 
Egon Tuchtfeldt, Freiburg im Breisgau, Verlag Rombach, 1964, 
344 pp. 


For some years the problems of the countries in process of development 
have been an outstanding topic. Numerous studies try to discover the best 
medium for leading these lands toward economic development. It is quite 
clear that the courses pursued by our long-time industrialised countries are 
not valid for those in which economic conditions are totally different. 


Many newly formed States have found in co-operation a means of organ- 
isation particularly fit to arouse a “spirit of development” amongst the 
population, suited to the indispensable modernisations in economic structures. 
Co-operation is then considered as an intermediary solution between Western 
free enterprise and the dictatorial collectivism of the Eastern countries. 


Dr. Ghaussy offers us a wide view of the multiple aspects of co-operation 
in these countries. Co-operative development has, to begin with, been in- 
fluenced by the colonial policy of the mother countries, and later, after the 
new States have acquired their independence, by. the attitude adopted by 
their governments towards the movement. According to the place reserved 
for free enterprise in governmental ideology, co-operation can serve as a 
veritable institution of self-help, or as instrument of the economic policy of 
the States. In the latter case it can also be considered as a simple means of 
hastening the process of development, or as the final form of organisation 
towards which all the evolution should tend. 


The author describes to us.the historic evolution of co-operatives in various 
countries, and shows us, by several tables, the respective levels of develop- 
ment reached by the movement in these lands on the one hand, and in the 
Western countries on the other. 


The functions assumed by co-operatives in new countries are manifold and 
varied. They do not limit their activities solely to the economic field, but 
also play a part in political and social spheres. Indeed, in those countries 
which have gained their independence only after the Second World War, co- 
operation can help to institute a new political order, owing to its resolutely 
democratic orientation. This mission is even more important when the State, 
for ideological reasons, considers co-operation as the form of organisation 
to be established. 


Although they are usually relegated to second place, the social functions 
of co-operatives are also very important. They are based principally on the 
plan of education, by teaching of new, more efficient methods of work, and 
by initiation to the practice of democracy. 


The main problem which confronts countries in process of development 
is the growth of production. So it is quite natural that Dr. Ghaussy should 
pay particular attention to the production co-operatives. These cope with 
under-employment by mobilising the available man-power, increase productivity 
through. their methods of work and improve the soil through irrigation and 
rotation of crops.... 


_ However, growth in production is not of itself sufficient to assure the 
prosperity of a country. This -increased production must be disposed of. 
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This will be the role of the consumers’ co-operatives in order to avoid 
discordance between the volume of production and possible outlets. 


Next to the production co-operatives, the credit co-operatives are the most 
important in these countries. In numerous regions they have even constituted 
the first manifestation of co-operative activity. 


Many problems confront the co-operatives. One of the main-ones concerns 
the training of members. It is necessary to arouse in them the co-operative 
spirit, which breaks down their apathy and allows of an effective implementing 
of the democratic principle. Co-operators should likewise resolve the problem 
of the optimal dimension to be given to the societies, a problem made parti- 
cularly thorny: by the double nature of the co-operative. As a matter of fact 
this is a sociological group: as such, it is preferable that it should contain 
only a limited number of members among whom human contacts could easily 
be established; on the other hand, the co-operative is also an enterprise 
which cannot operate on the market with maximum efficacity unless it reaches 
a certain size. 


The average income being extremely low in these regions, the resources 
belonging to the societies will be very limited and will force.them to resort 
to outside financing, either through the intervention of non-co-operative finan- 
cial institutions, or through the intervention of the State. Linked to this 
financial problem is that of control of co-operatives usually exercised by the 
State, which brings with it a too narrow dependence of the co-operatives on 
the central power. The author considers that the intervention of the State 
should never be more than provisory. It should create the requisite conditions 
for the establishment of co-operatives, and help them to achieve maximum 
expansion, after which its mission is accomplished. Dr. Ghaussy insists very 
strongly on the necessity for governments of countries in process of develop- 
ment to adopt a supple and understanding attitude towards co-operation 
which will allow the harmonious growth of the movement. 


Arlette COLARD, 


Probationer for the National Fund 
for Scientific Research. 


4. Labour and Trade Union Movement 


Herbert A. TULATZ, Die Gewerkschaftsentwicklung Nigerias, (The 
Trade Union Development in Nigeria), Schriftenreihe der Forsch- 
ungsstelle der Friedrich-Ebert Stiftung. A. Sozialwissenschaftliche 
Schriften. Verlag fiir Literatur und Zeitgeschehen, Hanover 1963, 
160 pp. 


Generally speaking, the European reader knows little of the trade union 
phenomenon in Africa. At most, it is known that the U.G.T.A. has played a 
leading role in: Algeria before its independence, and that the trade unions 
were at the root of the revolt which caused the change in government and 
regime in Congo (Brazzaville), in 1963. l 

. On the other‘ hand, Nigeria is the highest populated State in Africa 
(around 50 million, according to some estimates); it is the only part of West 
Africa where .coal has been found and mined; it is a federal State, and the 
only.one among the African States whose system of government most nearly 
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approaches the democracies of the Western type. All these factors tend to 
make it one of the most important States in the Africa of the future. There- 
fore, Mr. H.A. Tulatz’s book will be received with great interest. 


The author first describes the present political and social situation in 
Nigeria; he gives a detailed account of the intervention of the trade unions 
in these spheres. The chapter following concerns itself with the formation 
of the trade unions and their present situation in the African framework. 


The second half of the book retraces the history and the detailed evolution 
of the Nigerian trade union. In the Western Region of Nigeria, meetings of 
workmen comparable with the medieval guilds, were held even before the 
arrival of the Europeans. The establishment of the trade unions was encou- 
raged by the colonial government and the State. Since 1938 the Nigerian 
trade unions have a legal activity. They were created before the process 
of industrialisation, by politicians and intellectualis along with leading em- 
ployees. One must stress the important part played by the Teachers’ Union 
at the time of the creation of the trade-union movement. After the war, 
the colonial government wished to avoid, or at least control, the labour 
conflicts and has established regular contacts with the trade unions. The 
State has co-operated and still co-operates with them. The trade unions have 
to account for their activities to the Government. They were in accord 
with the national movements directed by the middle classes against colonialism. 
The setting up of the trade unions having come “from above”, the workers 
have somewhat of a tendency to neglect the trade union institutions. Nigerian 
trade unions do not own strikers’ nor disabled Funds. Furthermore, they 
have not started a co-operative movement. Nigerian unions have grouped 
themselves under a central organisation, the U.L.C. (United Labour Congress), 
nowadays recognised by the federal Government of Nigeria as the spokesman 
for the working classes. It should, however, be noted that two unions have 
remained apart: the U.A.C. (United Africa Company and Associated Companies 
African Workers’ Union, a trade union which comprises the workers in 
the U.A.C. and its branches; the U.A.C. belongs to the Unilever Group), and 
the Teachers’ Union. Moreover, in 1962, a cleavage occurred with the creation 
of LU.L.C. (Independent United Labour Congress). The interior structure 
and trade union regulations are based on the English model. Given the very 
low intellectual level of the Nigerian working class, secretaries-general and 
trade union leaders are able to maintain a position of autocracy. Besides this 
one secretary represents several unions, since he cannot earn an adequate 
Salary from any one of them. Finally, many leaders have absolutely no 
experience. Businessmen favour this kind of union leadership, as it allows 
them to make life though for the trade union members who work for them, 
whereas active teams of trade union members search for other representatives. 
This results in a constant division, which the author examines systematically. 
He attributes it to seven different reasons: 


(1) Efforts of decentralisation of union movements by private enterprises. 


(2) The structure of the country (geographical dimension, differences between 
races, etc.). 


(3) The differentiations, according to tribes, amongst the working class. 

(4) The budding industrialisation, which leads to the training of qualified 
groups of workers, who are rapidly cut away from the masses. 

(5) The preference shown by the educated people for political posts, which 
are of more consequence and better paid than trade union employment. 
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(6) Competition between trade tnion- representatives. 


(7) ‘Ideological division. ‘Central organisations must seek’ financial assistance 

from abroad; since the State refuses to help them. ‘The various trade- 

=. „union. movements are affiliated with international trade union organisations. 

These organisations support only those trade unions which. are ideo- 

. logically’ allied with them. Thus, the F.S.M. backs up the LULC. 
while the C.LS.L. and the C.LS.C. support the U.L.C. 


Worthy of notice also are interesting comparisons between the birth of 
trade unions in Africa (more particularly in Nigeria) and in Europe (France, 
Germany and England), 

Mr Tulatz does not make any comments; ‘he establishes facts. ‘The works 
of reference are numerous. The author quotes various statistics, in particular 
the strike statistics; he also gives the statutes. of certain organisations; a 
table of the trade union offices, etc. 

‘Bruno REMICHE, 
Probationer in Research of the National Fund 
for Scientific Research. 
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Hans BAHR, Regierungsdirektor, Senator fiir Verkehr und Betriebe, Berlin. 

Dr. Bruno BECKER, Ministerialrat, Bundesminister der Finanzen, Dienststelle 
Berlin. 

Margarete BRECHT, Chefredakteurin, Köln.’ 

Dr. Günter BRÜNNER, Senatsdirektor, Senator für Wirtschaft, Berlin. 

Dr. Hermann GOEZ, Leiter der Berliner Absatz-Organisation GmbH. 

Horst GRABERT, Senatsdirektor, Senator für Bau- und Wohnungswesen, Berlin. 

Dr. Kurt HAUSSMANN, Oberregierungsrat, Senator für Wirtschaft, Berlin. 

Werner von SCHAMANN, Bezirksstadtrat, Bezirksamt Wilmersdorf von Berlin. 

Kurt SCHARF, Präses, Rat der Evangelischen Kirche in Deutschland. 


Hans Joachim SCHNITZER, Bezirksbürgermeister, Bezirksamt Zehlendorf von 
Berlin. 


Resi STRASSMANN, Berlin. 
Otto THEUNER, Senator für Verkehr und Betriebe, Berlin. 


Karl-Hasso von WIDEKIND, Oberregierungsrat, Bundesminister für Verkehr, 
Verbindungsstelle Berlin. 


Dr. Ruprecht RAUCH, Regierungsdirektor, Rathaus Schöneberg, Berlin. 
Dr. Gerhard RAUSCHENBACH, Vizepräsident, Bundeskartellamt, Berlin. 


B. Institutions and Organisations Represented and Persons 


Representing Them 


AUSTRIA. 


Amt der Steiermarker Landesregierung, Graz, Landhaus, Herrengasse. 
Hans BAMMER, Landesrat. 


Arbeitsgemeinschaft der österreichischen Gemeinwirtschaft, Wien 4, Goldeg- 
gasse 19, | 


Dr. Roman HADELMAYR. 
Dr. Hse POSTRIHAC. 
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Franz PRIMAS, General Direktor und Vorstandsmitglied. 
Werner PROBSTING. 


Austria Tabakwerke A.G., Wien 9, Porzellangasse 51. 
Dipl. Ing. Julius SCHRAMM, General Direktor Stellvertreter. 


Bleiberger Begwerke-Union AG, Bleiberg/Kärntén. $ 20. à) 
Jakob HAUSMANN, Obmann des Angestellten Betriebrates. 
Josef NESSMANN, Bürgermeister. 
Martin SCHÜTZELHOFER, Direktor. 
Christian WIRTITSCH. 
Karl WULZ. oo e 


Braunau am Inn - Stadtgemeindeamt, ao am SH Rathaus. 
Josef FRIDL, Biirgermeister und Landtagsabgeordneter. 
‚Hermann Fucus, Vizebürgermeister und Finanzreferent. 


Ban "Wien 6, Magdalenenstrasse 3. 
Margarete SCHACK, ‚Regierungsrat. 


Bundeskanzleramt - Sektion IV, Verstaatlichte Unternehmungen, Wien I, Kant- 
gasse 1. x 

Dr. Otto GATSCHA, Ministerialrat. 

Dr. Rudolf GRUNWALD, Sektionsrat. 

Dr. Heinrich MIELING, Angestellter. 


Bundesministerium für Finanzen, Wien 1, Himmelpfortgasse 8. 
Dr. Josef DAUM, Ministerialsekretär. 


Bundesministerium für söziale Verwaltung, Wien 1, Stubenring 1. 
"Dr Anton CHOC, Sektionschef. 


Bundesministerium fiir Verkehr und Elektrizitdtswirtschaft, Wien 1, Schwarzen- 
E i 
. Dr. Leopold F. JANISCH, Ministerialrat.. 

Dr. Edmund PAURNFEIND, Ministerialrat. 


Bundeswirtschaftskammer;. Wien 1, Opernring.. 
Dr. Johann FARNLEITNER. 
Dr. Josef FINK. 
Dipl.-Ing. Otto GRUNWALD. 


Er - Stadtwerke, Eisenerz, a ee 28. 
- Dr.- Alois DEUTSCHMANN. ° °> 
Josef KOVACIC, Biirgermeister-Stellvertreter. 


Elektrizitdiswerk Wels AG, Wels, Kolpingstrasse 4. 
Dipl.-Ing. Ernst WERNER, Generaldirektor. 


Elin-Union AG fiir elektrische Industrie, Wien 1, Volksgartenstrasse 1-5. 
Friedrich J. TORNER, Vorstandsmitglied. 


Ennskraftwerke A.G., Steyr, Posthofstrasse 20: 
Dr. Kurt BAUMGARTNER, Prokurist. 
Dr. Dkfm. Hans SINGER, Direktor. 


Gemeinnützige Wohnungsgesellschaft m.b.H. - Salzachkohle, LOMMER E 
Dr. Othmar KUNDRATH. 
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Gewerkschaft der Bau- und Holzarbeiter, Wien 1, Ebendorferstrasse 7. 
Josef LAs, Zentralsekretär und Landtagsabgeordneter. 


Gewerkschaft der Eisenbahner, Wien 5, Margarethenstrasse 166. 
Ernst ULBRICH, Vizepräsident. 


Gewerkschaft der Privatangestellten, Wien 1, Deutschmeisterplatz. 
Ing. Karl HEDRICH, Sekretär... 


Girozentrale der österreichischen Sparkassen AG, Wien, Schubertring 5. 
Friedrich GOTTLIEB, Direktor. ` 
Dr. Josef KOHLHAUSER, Direktor-Stellv.. . 


Graz-Bestattungsanstalt-Verkehrsbetrieb, Graz, Rathaus. 
Max CECHAL, Bürgermeister Stellv. 


Grazer Stadtwerke AG, Graz, Andreas-Hofer-Platz 15. 
Dr. Josef GROND, Vorstandsmitglied. 
Othmar SEINDL, Generaldirektor. 


Importkohle GmbH, Wien 4, Brucknerstrasse 8. 
Alfons ZEIDLER, Prokurist. 


Innsbruck - Stadtmagistrat, Innsbruck, Rathaus. 
Hans MAIER, 1. Vizebürgermeister. 


Innsbruck - Stadtwerke, Innsbruck, Rathaus. 
Dr. Herbert SALCHER, Direktor. 


Institut fiir angewandte Sozial- und Wirtschaftsforschung, Wien 1, Renn- 
gasse 12. 
Dr. Leopold WALLNER. 


Kammer für Arbeiter und Angestellte für Kärnten, Klagenfurt, Bahnhofstrasse 
44. 

Erwin FRÜHBAUER, Vizepräsident. 

Friedrich FUCHS, Vizepräsident. 

Josef LUBAS, Bürgermeister. 

Hermann RIEGLER, Vorstandsmitglied. 

Hans SCHEIBER, Präsident. 


Kammer für Arbeiter und Angestellte für Niederösterreich, Wien I, Wipplinger. 
strasse 35. 

Alois CIPIN, Vizepräsident. 

Friedrich HOFMANN, Vizepräsident. 

Franz HORR, Präsident. 

Hans KOUBA, Vorstandsmitglied. 

Erwin STEINMASSEL, Direktor-Stellv. 

Johann TAuBL, Sekretär. 


Kammer für Arbeiter und Angestellte für Oberösterreich, Linz/O.Ö., Volks- 
gartenstrasse 40. 

Ing. Hans BRANDMAYER. 

Fritz FREYSCHLAG, Vizepräsident. 

Dr. Viktor KLEINER, Kammeramtsdirektor. 

August PETER, Kammerrat. 

Jos. SCHWEIGHOFER, Vizepräsident. 
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Kammer ftir Arbeier und Angestellte fiir Salzburg, Salzburg, Auersperg- 
Strasse 11. 
Josef HORAK, Präsident. 


Kammer für Arbeiter und Angestellte für Steiermark, Graz, Hans Resel- 
Gasse 8-10. 

Josef LoIDL, Landessekretär. 

Eduard SCHWARZ, Kammerpräsident. 

Franz SCHWARZ, Vizepräsident. 


Kammer für Arbeiter und Angestellte für Tirol, Innsbruck, Maximilianstrasse 7. 
Herbert Fo Vizepräsident. 
Karl GRUBER, Vizeprdsident. 
Mr. SCHMIDTBERGER. 
Ernst THÖN!, Kammerrat. 


Kammer fiir Arheiter und Angestellte fiir Vorarlberg, Feldkirch, Widnau 4. 
Dr. Karl ERSCHEN, Kammeramtsdirektor. 
Lotte Ess, Vorstandsmitglied. 
Heinrich GASSNER, Vizeprdsident. 
Karl GRAF, Präsident. 
Roman HUBER, Vorstandsmitglied. 
Bertram JAGER, Vorstandsmitglied. 
Franz KOCAB, Vorstandsmitglied. 
Thomas PAYR, Vizepräsident. 


Kammer für Arbeiter und Angestellte für Wien, Wien 4, Prinz Engenstrasse 
20-22. 

Dr. Franz BORKOWETZ, Kammeramtsdirektor. 

Erich KABESCH, Vizepräsident. 

Dr. Josef STARIBACHER, Kammeramtsdirektor-Stellvertreter. 


Kammer der gewerblichen Wirtschaft für Oberösterreich, Linz/D., Hessenplatz. 
Dr. Gustav Walter BAUMGARTNER, Kammeramtsdirektor. 
Dr. Franz SCHUTZ, Präsident und Komm. Rat. 


Kapfenberg - Stadigemeinde - Stadtwerke, Kapfenberg, Rathaus. 
Eduard KLOPF, Gemeinderat. 
Franz KNOCKL, Kfm. Direktor. 
Ing. Manfred NEUKART, Techn. Direktor. 
Alfred SCHWEIGER, Stadtamtsdirektor. 


Kärntner Elektrizitäts-AG, Klagenfurt, Völkermerkter Ring 29. 
Dipl. Ing. Hans VOGLHUBER, Prokurist. 


Klagenfurt - Stadtwerke, Klagenfurt/Krtn., St. Veiter-Strasse 31. 
Josef SEIDLING, Vizebürgermeister. 
Dkfm. Walter TOLLINGER, Direktor. 


Konsumgenossenschaft Wien, Wien 12, Wolfganggasse 58-60. 
Dipl.-Ing. Ernst FISCHER, Direktor. 


Konsumverband - Zentralverband der österreichischen Konsumgenossenschaften, 
Wien 6, Theobaldgasse 19. 

Dr. Anton PECHER, Verbandssyndikus. 

Dkfm. Franz R. SCHMID1, Verbandsdirektor-Stellvertreter. 

Dr. Andreas VUKOVICH, Komm. Rat, Verbandsdirektor. 
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Kufstein - Stadtwerke, Kufstein/Tirol, Münchnerstrasse 2. 
Karl HOREJS, Nationalrat. 
Rudolf WAHRSTÖTTER, Bürgermeister. 


Linz/Donau - Magistrat, Linz, Rathaus. 
Dr. Dkim. Ernst GRILL, Obermagistratsrat. 
Franz SAMHABER, Stadtrat. 
Hugo WURM, Stadtrat. 


Österreichisch-Alpine Montan-Gesellschaft, Wien 1, Friedrichstrasse 4. 
Prof. Dr.mont. Dipl.-Ing. Otto FABRICIUS, Vorstandsdirektor. 
Hans HANOWSKI, Prokurist. 


Österreichisch-Bayerische Kraftwerke A.G., Simbach adnan, O.Ö., Postfach 1. 
Ing. Karl WERNER, Direktor. 


Osterreichische Donaukraftwerke AG, Wien 1, Parkring 12. 
Anton BILLIG, Handlungsbevollmächtigter. 
Hanns MOSBAUER, Direktor. 
Dr. Dkfm. Alois WIESINGER, Prokurist. 


Osterreichische Draukraftwerke AG, Klagenfurt, Anzengruberstrasse 50. 
Dipl.-Volkswirt Gaston KUGLER, Direktor. 
Dipl.-Ing. Erich WERNER, Direktor. 


Österreichische Elektrizitätswirtschafts-AG (Verbundsgesellschaft), Wien 1, Am 
Hof 6. 

Dipl.-Ing. Viktor GRABER. 

Dipl.-Ing. Franz HINTERMAYER, Generaldirektor. 

Dr. Peter LOHMANN, Abteilungsleiter. 

Ing. Karl PROSTREDNIK. 

Karl ROCH, Prokurist. 


Österreichische Forschungs- und Informationsstelle für Gemeinwirtschaft, Wien 
5, Vogelsanggasse 17, 
Franz RAUSCHER, Direktor. 


Österreichische Gesellschafts- und Wirtschafts-Museum, Wien 5, Vogelsang- 
gasse 36. 
Direktor Franz RAUSCHER, Staatssekretär a.D. 


Österreichische Kommunalkredit AG zur Aufschliessung von Industriegelände, 
Wien 1, Wipplingerstrasse 4-8. 
Dr. Peter SCHRAMKE, Direktor. 


Österreichische Länderbank AG, Wien I, Am Hof 2. 
Dr. Dkfm. Wolfgang ERNDL, Bankdirektor. 


Österreichische Mineralölverwaltung AG, Wien 9, Otto-Wagner-Platz 5. 
Franz PRIMAS, Generaldirektor-Stellvertreter. 


Österreichische Nationalbank AG, Wien 9, Otto-Wagner-Platz 2. 
Dr. Josef TEINER. 


Österreichische Stickstoffwerke AG, Linz a.d. Donau, St. Peter 224, 
Kasimir HASLAUER, Angestelltenbetriebsrats-Obmann. 
Dr. et Mr. Josef KELLERMAIR, Vorstandsdirektor. 
Josef SzOxy, Zentralbetriebsrats-Obmann. 
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Osterreichischer Gewerkschaftsbund, Wien 1, Hohenstaufengasse 10-12. 
Dr. jur. et rer. pol. Rupert GMOSER . 
Otto HORN, Zentralsekretär. 
Wilhelm HOYDA, Sekretär. 
Dr. Heinz KIENZL, Volkswirtschaftl. Ref. 


Österreichischer Rundfunk-Gesellschaft m.b.H., Wien 4, Argentinierstrasse 30a. 
Dipl.-Ing. Wilhelm FÜCHSL, Generaldirektor-Stellv. 


Österreichischer Verband gemeinnütziger Bau-, “Wohnungs- ‚und _Siedlungs- 
vereinigungen, Wien 1, Bösendorferstrasse 7/II. 


Direktor Anton KIMML, Verbandsobmann. 


Österreichisches Credit-Institut AG, Wien 1 , Herrengasse 12. | 
Prof. Dipl. Kfm. Josef ROIS. 


Osterreichisches Institut für Wirtschaftsforschung, Wien 1, Hoher Markt. 
Dr. Erich SUPPER, Wissensch. Ref. 


Projektbau - Projektierungs- und Baugesellschaft m.b. D Wien 9, Alserbachstr. 
23. 


Dipl. Ing. Ernst ROSENBERGER, Prokurist. 


Rechnungshof, Wien 1, Annagasse 5: 
Erich MEISSL, Sektionsrat. 
Dr. Ing. Dkfm. Herbert PEINTINGER, Sektionsrat. 
Dr. Heinrich WINTERNITZ, Sektionsrat. 


Salzach Kohlenbergbau, G.m.b.H., Trimmelkam 33, Post Wildshut, 0.0. 
Emil HELLER, Direktor. 


Salzburg - Stadtgemeinde, Mirabellschloss. 
Dr. Herbert MEISTER, Obermagistratsrat. 
Martha WEISER, Stadtrat. 


Salzburger Stadtwerke, Salzburg, Kranzlmarkt 1. 

Josef BRANDSTÄTTER, Prokurist. 

Hermann von INGRAM, Prokurist und Vorsitzer-Stellv. d. Stadtwerke- 
Ausschusses. | 

Dipl. Ing. Herbert LECHNER, Generaldirektor. 

Alois REINTHALER, Ing. Baumeister und Vorsitzender des Stadtwerke- 
Ausschusses. 

Dr. Othmar Ticuy, Direktor. 


St. Pölten - Magistrat, St. Pölten/N.Ö., Rathaus. 
Dipl.-Ing. Rudolf KALIWODA, Direktor Stadtwerke. 
Rudolf SINGER, Bürgermeister und Abgeordneter zum Bundesrat. 


Schwechat - Stadtgemeinde, Schwechat, Rathausplatz 9. 
Walter KRUCKENFELLNER, Gemeinderat, 
Franz MAHDAL, Gemeinderat. 
Rudolf TONN, Gemeinderat. 
Alfred TROSTL, Stadtrat.. 


Semmering-Granz-Pauker AG fiir Maschinen: Kessel- und: Waggonbau Wien 7, 
Mariahilferstrasse 32. 
- Dipl.-Ing. Karl ENTZMANN, Vorstandsmitglied. 
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“Sozialbau” gemeinnützige Wohnbau- und Siedlungsgesellschaft m.b.H., Wien 9, 
Alserbachstrasse 23. 

Peter HACK, Direktor. 

Helene KRETSCHMER. 

Komm. Rat Hans SALIGER, Direktor. 


Spittal a.d.Drau - Stadtgemeinde, Spittal a.d.Drau, Rathaus. 
Dr. Richard KULMITZER, Vizebiirgermeister. 
Dietmar SEYWALD, Gemeinderat. 

Felix SUPANZ, Stadtrat. 


Stockerau - Stadtgemeinde, Schiffswerft Korneuburg, Korneuburg, Am Hafen 3, 
N.Ö. 

Walter HAIMEDER. 

Josef WONDRAK, Bürgermeister. 


Tauernkraftwerke AG Salzburg, Salzburg, Rainerstrasse 29. 
Dr. Giinther KARLHUBER, Prokurist. 
Dipl. Ing. Friedrich NYVELT, Direktor, Vorstandsmitglied. 


Verband N.O. Gemeindevertreter der Osterr. Volkspartei, Wien 1, Herren- 
gasse 13. 

Ernst BROSIG, Oberregierungsrat. 

Georg KRITSCH, Sekretär. 

Hermann LAFERL, Landtagsabgeordneter und Bürgermeister. 

Karl SCHMID, Biirgermeister. 

Franz SCHOBERL, Landtagsabgeordneter und Biirgermeister. 


Vereinigte Osterr. Eisen- u. Stahlwerke AG (VOEST), Linz/Donau, Mulden- 
strasse 5. 

Dkfm. Herbert ETZ, Direktor. 

Ing. Anton GAHLEITNER, Vizepräsident, 

Dr. Komm. Rat Alfred THEWANGER, Direktor Geschäftsstelle Wien. 


Verlag für Jugend und Volk, Wien 1, Tiefer Graben 7-9. 
Jakob BINDEL, Direktor. 


Voitsberg - Stadtwerke, Voitsberg. 
Dr. Hubert KRAVCAR, Landesregierungsrat und Bürgermeister. 


Stadt Wien, Wien 1, Rathaus. 
Hans Bock, Stadtrat. 
Dr. Fritz DELABRO, Obersenatsrat. 
Erwin LANC, Gemeinderat. 
Adolf PLANEK, Gemeinderat. 
Dr. Maria SCHAUMAYER, Landtagsabgeordnete und Gemeinderat. 
Franz SCHEINER, Gemeinderat. 
Felix SLAVIK, Vizebürgermeister. 
Josef STRELEC, Stadtbaurat. 
Kom. Rat. Franz WALZER, Landtagsabgeordneter und Gemeinderat. 
Dr. Hans WOLLINGER, Stadtrat. 


Wien-Kredit-Ankaufsfinanzierungen GmbH, Wien I, Operngasse 6. 
Dr. Karl MANTLER, Direktor. 
Kurt SEIDEL, 
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Wiener Arbeiterheime GmbH, Wien, Laaerberstrasse 36/4/12. 
Erwin STATTIN, Prokurist. 


Wiener Gebietskrankenkasse, Wien 1, de. 28. 
Dominik HUMMEL, Obmann. 


Wiener Messe AG, Wien 7, Messeplatz 1. 
Alfred PORGES, Bundesrat. 


Wiener Institut für Standortberatung, Wien 9, Währinger Strasse 6-8. 
Burkhard KLEBEL, Diplomkaufmann. 


Wiener Hafen-Betriebsgesellschaft m.b.H., Wien 2, Freudenauer Hafenstrasse 31. 
Ing. Richard LEUTNER, Geschäftsf. Direktor. 


Wiener Stddtische Lager- und Kiihthaus GmbH, Wien 2, Handelskai- 269. 
Karl STEFFAN, Direktor. 


Wiener Stddtische Wechselseitige Versicherungsanstalt, Wien 1, Ringturm. 
Dr. Rudolf RASCHENDORFER, Direktor. 
Dr. Heinz TRAXLER, Prokurist, Leiter des Rechtsbiiros Ost. 


Wiener Stadtwerke, Wien 1, Schottenring 30. 
Dr. Hans JERUSALEM, Senatsrat. 
Dipl. Ing. Karl PROBSTING, Direktor. 
Dr. Karl REISINGER, Generaldirektor. 


Wiener Stadtwerke - Elektrizitätswerke, Wien 9, Mariannengasse 4. 
Dipl.-Ing. Raimund HAUSSMANN, Senatsrat. 


Wiener Stadtwerke - Gaswerke, Wien 8, Josefstädterstrasse 10-12. 
Dipl.-Ing. Wilhelm JANK, Senatsrat. 


Wiener Stadtwerke - Verkehrsbetriebe, Wien 4, Favoritenstrasse 9. 


Dr. Kurt EHRENFREUND, Senatsrat. 
Dipl.-Ing. Friedrich Pins, Senatsrat. 


Wiener Starkstromwerke (Siemens-Schuckertwerke) GmbH., Nibelungengasse 15. 
Rudolf DAVID, Generaldirektor. 


“Wiener Verein - Lebens- und Bestattungsversicherung auf Gegenseitigkeit, 


Wien 3, Ungargasse 41. 
Wilhelm LORENZ, Direktor. 


Zentralsparkasse der Gemeinde Wien, Wien I, Wipplingerstrasse 4. 
Dkim. Kurt PACHE, Direktor. 


Individual participant. 
Hanns ENHUBER, Staatlich befugter und beeideter Architekt, Salzburg, 
Innsbr. Bund-Strasse 5a: 


BELGIUM. 


Administration communale de Charleroi, Hôtel de Ville, Charleroi. 
Gustave t'KINT, Echevin. 


Administration communale de Jemeppe-sur-Meuse, Jemeppe-sur-Meuse. 
Roger G.A. STAS, Echevin. 
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Administration communale de Seraing, Hétel de Ville, Seraing. 
Fernand DAUWEN, Echevin des Travaux. 


Association liégeoise d’Electricité, 95, rue Louvrex, Liége. 
Jean CHINON, Administrateur. 
Max REHANN, Expert-comptable. 
Léopold GERARD, Administrateur. 


Association liégeoise du Gaz, 55, rue Louvrex, Liége. 
Maurice BUNTGENS, Administrateur. 
Jean PAPIER, Directeur général. 
Guy SERET, Administrateur. 


Caisse générale d'Epargne et de Retraite, 48, rue du Fossé-aux-Loups, 
Bruxelles 1. 

Georges DE GREEF, Conseiller de Direction. 

Thierry VAN PUYVELDE, Directeur. 

Etienne WOESTYN. 


Centrale chrétienne du Textile et du Vétement de Belgique, 13, boulevard du 
Roi Albert, Gand. 

Lucien FRURU, Secrétaire général. 

Achiel NEIRINCK, Technicien syndical. 

Marcel PAELMAN, Technicien. 

Clemens PAUWELS, Chef du Service d’Etude. 


Centrale générale des Services publics, 9, place Fontainas, Bruxelles 1. 
Georges PIREAUX, Chef de Groupe PTT. 
André PONCELET, Permanent Syndical. 


Centrale des Ouvriers du Textile de Belgique, 66, rue Charles-Quint, Gand. 
Frank GOETHALS, Secrétaire national. 
Marcel LEFEVRE, Président national. 


Comité de Contrôle de l'Electricité et du Gaz de Belgique, I, place du Trône, 
Bruxelles. | 


Antoine CELEN, Secrétaire général adjoint. 


Compagnie intercommunale des Eaux de ľ Agglomération liégeoise et Exten- 
sions, 9, rue de Harlez, Liège. 


Louis ARNOLD, Administrateur. 


Conseil belge de la Consommation. 
Maurice MICHIELS, Président. 


Crédit Communal de Belgique, 13, rue de la Banque, Bruxelles. 
Ernest DE WILDE, Administrateur. 


Directoire de l'Industrie charbonnière, 31, avenue des Arts, Bruxelles 4. 
André BAEYENS, Membre du Directoire. 


EBES SA, 271, Mechelsesteenweg, Anvers. 
Jean-Pierre DE SCHREVEL, Secrétaire régional. 


Ecole ouvrière supérieure, 1329, chaussée de Waterloo, Bruxelles 18. 
Jean NIHON, Directeur. 
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Fédération générale du Travail de Belgique, 42, rue Haute, Bruxelles. 
Georges GOGNE, Secrétaire syndical. ~~ 
Willy SCHUGENS, Secrétaire national. 


Fédération générale du Travail de Belgique - en: de Bruxelles, 19, place 
Emile-Vandervelde, Bruxelles 1. 
Louis STEVENS, Secrétaire syndical. 


Fédération des Mutualités socialistes de Charleroi, Palais du Peuple, 3° étage, 
Charleroi. 
Albert COHART, Secrétaire général. : 


Gouvernement provincial du Brabant, 22, rue du Chêne, Bruxelles 1. 
Jean: DE NEEFF, Goüverneur. 


LE Habitation jemeppienne - Société de Construction d’Habitations sociales, 
Hötel communal, quai des Carmes, Jemeppe (Liege). 
Roger Istaz, Echevin, Administrateur. 


Hoger Instituut voor theoretische en toegepaste. economische Wetenschappen, 
41, rue des Peintres, Anvers. 

Dr. Walter PLOUVIER, Professeur. 

Robert R.C. SCHUYTEN, Professeur ordinaire, 


INTERCOM, I, place du Tröne, Bruxelles. 
Joseph GOEDEFROIT, Attaché économique. 
Pierre BONNEL. 


Intercommunale Bruxelloise pour la Production et PAchat du Gaz, 127, rue du 
Marché, Bruxelles. 
Pierre DE SAULNIER, Président. 


La Maison liégeoise, 1, quai Van Beneden, Liège. 
Jean-Jacques DETHIER, Echevin de'la- Ville de Liège. 
Charles DEVILLERS, Directeur-Gérant. 


La Maison des Mutualistes, Soc. coop., 602, chaussée de Mons, Bruxelles 7. 
Marcel BECQUEVORT, Directeur d'Exploitation. 
Fernand LEFRANCQ, Vice-Président. 


La Maison sérésienne, Société coopérative, 29, rue Putermans, Seraing 
Camille LIGOT, Administrateur. 


La Prévoyance sociale, Société coopérative `d Assurances, 151, rue Royale, 
Bruxelles 3. 

Henri LEMAIRE, Directeur général, 

Julien PAPART, Président. 

Joseph VANDERSMISSEN, Administrateur. 


Ministère des Finances, 12, rue ‘de la’ Loi, Bruxelles. 
Etienne WOESTYN, Directeur général du: Crédit public.. 


Ministère de l'Intérieur, 1, rue de Louvain, Bruxelles. 
Dr. Jean-Louis SERVAIS, Directeur d'Administration. 


Régie de l'Electricité d'Ixelles, 20, rue Alsace-Lorraine, Bruxelles. 
Albert MESSE, Ingénieur. 2 
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Régie des Télégraphes et des Téléphones, 42, rue des Palais, Bruxelles 3. 
Joseph HENRY, Directeur. 


Service communal de Belgique. . 
Maurice MICHIELS, Secrétaire général. 


Service d’Etudes et de Coordination économique du Premier Ministre, 16, rue 
de la Loi, Bruxelles. : 
Georges DELETRE, Directeur général. 


SIBELGAZ - Société intercommunale bruxelloise d'Electricité et de Gaz, 127, 
rue du Marché, Bruxelles 5. 

, Jacques CREYELMAN, Président. 

Marcel VAN MOSSEVELDE, Directeur général, 


Société générale coopérative, 26-28, rue Haute, PEACHES L. 
Léo CHEVALIER, Vice-Président. . 
Georges LISTRE, Administrateur. 


Sociétés intercommunales mixtes en Belgique, 380, avenue de Tervuren, 
Bruxelles 15. 
Eugène D’HOOGHE, Administrateur. 


Société Mutuelle des Administrations, publiques, 19, rue Forgeur, Liège. 
Jules LEMAIRE, Vice-Président. 
Joseph THEUNISSEN, Directeur. 


Société nationale de Crédit à l'Industrie, 16, boulevard de Waterloo, Bruxelles 1. 
Georges ROGISSART, Directeur général. 


Société nationale des Distributions d'Eau, 106, rue d’Arlon, Bruxelles. 
Carlos GOOSSENS, Commissaire du Gouvernement. 
Jean VRANCKX, Directeur général. 
Edmond YERNAUX, Administrateur. 


Société régionale du Logement de Herstal et Communes environnantes, 16, 
place Coronmeuse, Herstal. 

Nicolas THOMSIN, Bourgmestre. de Liers. 

Nicolas J.J. WARNANT, Directeur-Gérant. . 


Union des Coopérateurs du Bassin de Charleroi, 17, boulevard de FYser, 
Charleroi. 

Adolphe BOSMANS, Directeur des ventes. 

. Léo CHEVALIER, Directeur commercial. 

Joseph DOUCET, Secrétaire général adjoint. 

Julien PAPART, Directeur général. 


Union coopérative de Liège, 46, rue Ansiaux, Liège. 
Georges LISTRE, Secrétaire général. 

Union nationale des Mutualités socialistes, 32-38, rue St. Jean, a 1, 
Gustave DEvuysT, Vice-Président. 


Herman van DOESELAER, Vice-Président. 
Gilberte FRANTZEN-DE LEYE. 


CANADA. 


Sir George Williams University, Drummond Sie Montreal 25. 
Arthur LERMER, Professor. 
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CONGO (Leopoldville). 


Confédération des syndicats libres du Gma (C. S. L.C.), B.P. 970, Léopoldville. 
Jean-Olivier LUTETE, Directeur du Département des recherches éco- 
nomiques. 


DENMARK. 


A/S Arb. Forsamlingsbygning, Rømersgade 22-24, København. 
Erik MEISTRUP, Président. 


Faellesforeningen for Danmarks Brugsforeninger (FDB), Njalsgade 15, 
København. 
Aage BUCHERT, Rédacteur. 


Mejeriernes Og Landbrugets Ulykkesforsikring G/S, Vester Farimagsgade 19, 
København. 
John Hoist NIELSEN, Chef de bureau. 


FINLAND. 


Yleinen Osuuskauppojen Liitto r.y. (YOL), Vilhonkatu 7, Helsinki. 
Raimo HEIKKILÄ, Economist. 


FRANCE. 


Banque centrale des Coopératives, 31, rue de Provence, Paris 9. 
Jean ARDHUIN, Président. 


Caisse centrale de Crédit coopératif, 18bis, avenue Hoche, Paris 8. 
Pierre LACOUR, Président. 


Centre pour le développement de la coopération, 38, avenue Hache, Paris 8. 
Michel THIERCELIN, Directeur. 


Charbonnages de France, 9, avenue Percier, Paris 7. 
Ing. Michel TOROMANOFF, Chef du Service des Etudes générales. 


Confédération générale des Syndicats indépendants, 5, rue de Palestro, Paris 2. 
Marcel DRIOT, Secrétaire. 


Confédération générale du Travail - Force ouvriére (C.G.T.-F.O.), 198, avenue 
du Maine, Paris 14. 
Gabriel VENTEJOL, Secrétaire confédéral. 


Les Coopérateurs de Normandie, 1, rue de la République, Rouen. 
Gaston ROUSSEAU, Président. 


Coopérative régionale des Charentes et du Poitou, rue du Docteur-Jean, Saintes. 
Charles VEVERKA, Directeur général. 


Electricité de France, 2, rue Louis-Murat, Paris 8. 
Jacques CHEVRIER, Directeur-Adjoint. 
Edgar HECTOR, Contrôleur général. 


Fédération Force Ouvrière de l'énergie électrique et du gaz, 13-15, rue des 
Petites-Ecuries, Paris. 
Charles WERBROUCK, Secrétaire général. 
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Fédération Force Ouvriére des Ports et Docks, 91, faubourg Saint-Denis, Bu- 
reaux 23-25, Paris. 
Jean DUNIAU, Secrétaire général. 


Fédération Force Ouvriére des Services publics et de Santé, 198, avenue du 
Maine, Paris 14. 
Gabriel ROUANET. 


Fédération nationale des Coopératives de Consommation (F.N.C.C.), 89, rue 
La Boétie, Paris 8. 

Marcel DEGOND, Secrétaire. général. 

André HIRSCHFELD. 


Fédération régionale des Coopératives de Consommation du Nerd, 30, rue 
Faidherbe, Lille. 
Edgard CARREZ, Secrétaire fédéral. 


Fédération syndicaliste des P.T.T. - Force Ouvrière, 75, rue Houdan, Sceaux. 
André CHOUCQ. | 


Institut des Etudes coopératives, 5, Boulevard Montmartre, Paris 2. 
Georges BOULLY, Directeur. 


Journal “Le Provençal”, rue Davso, Marseille. 
Francis LEENHARDT, Directeur. 


Ministére des Finances et des Affaires économiques, 41, quai Branly, Paris 7. 
Jacques PIETTE, Fonctionnaire. 
Jean PONCET, Commissaire général adjoint aux Prix. 


Ministère de l'Intérieur, place Beauvau, Paris 8. 
Jean DE SAVIGNY, Sous-Préfet. 


Ministére des Travaux publics et des Transports, 244 et 246, boulevard Saint- 
Germain, Paris 7. . 
Francois PERRIN-PELLETIER, Ingénieur en Chef des Mines. 


“La Sauvegarde”, 14, rue de la Chapelle, Paris 18. 
Marcel GASTAL, Président. 


Section française du CIRIEC, 61, rue Boissière, Paris 16. 
Adrien SPINETTA, Ingénieur général. 


Société nationale des Chemins de Fer français, 88, rue Saint-Lazare, Paris 9. 
Pierre AUCLAIR, Secrétaire général de la F.N.I.C. 


Union coopérative de Crédit ménager, 89, rue La Boétie, Paris 8. 
Maurice COUVRECELLE, Président. 


Union des Coopérateurs de Lorraine, 28, rue H. Deglin, Nancy. 
Jean LACROIX, Administrateur délégué. 


Université de Bordeaux - Faculté de Droit et ues Sciences économiques, 29, 
Cours d’Albret, Bordeaux. 

Joseph LAJUGIE, Doyen-Professeur. 

Louis Rives, Docteur en Droit, Chargé de Cours. 


Université de Grenoble - Faculté de Droit et des Sciences économiques, 7, 
place Bir-Hakeim, Grenoble. 
Robert MOSSE, Professeur. 
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Université de Paris - Faculté de Droit et des Sciences EMORDRUGEES, 47, rue 
des Ecoles, Paris 5. 
Georges LASSERRE, Professeur. 


L’Urbaine-Vie, L’Urbaine-Capitalisation, L'Urbaine-Complémentaire, 24, rue Le 
Peletier, Paris 9. : 
Maurice MONTEL, Président-Directeur general. 


Individuals participants. 
Hubert DEBART, 41, rue Périer, Montrouge (Seine). 
Jean LOCHARD, 15, quai de Stalingrad, Boulogne (Seine). 
Maurice MANIERE, Société LTT, BP:n°5, Conflans, St. Honor/Ne. 
J.C. MICHEL, square de la Fontaine, Nogent-sur-Marne (Seine). 


GERMANY (Federal Republic). 


Alte Volksfiirsorge, Hamburg, An der Alster 65. 
Direktor Hans WEISSHAAR. 


Badische Gebäudeversicherungsanstalt, H K aiserstrasse 178. 
Präsident Albert. KISTNER. 


Bank für Gemeinwirtschaft, Berlin 12 (Charlottenburg), Grolmanstrasse 1-3. 
Direktor Walter OPriz. 


Bank für Gemeinwirtschaft AG, Düsseldorf, Breitestrasse 13. 
Direktor Willy BUKOW. 


Bank für Gemeinwirtschaft AG, Frankfurt/M, Mainzer Landstrasse 16-24. 
Direktor Gerhard NEUENKIRCH. 


Bauverein der Elbgemeinden eGmbH, HH-Nienstedten, Georg-Bonne-Strasse 62. 
Dipl. Volkswirt Knud DENKER. 


Bayerische Braunkohlen-Industrie AG, Schwandorf 1 (Bay.). 
Bergwerksdirektor Georg KRAMER. 


Bayerische Landesbodenkreditanstalt, München 1, Postfach. | 
Präsident Dr. Carljörg LACHERBAUER, Staatssekretär a.D. 


Bayerische Wasserkraftwerke AG, München 3, Nymphenburgerstrasse 41. 
Dipl.-Kfm. Martin NICKEL, Vorstandsmitglied. 


Berliner Gaswerke (Gasag), Berlin 15, en 203 7205. 
Direktor Dr. Herbert BAUSCH. 
Direktor Hans-Werner KRENTZ. 


Berliner Grossmarkt GmbH, Berlin 21, Beusselstrasse 44 n-q. 
Direktor Leo BEIN. 


Berliner Hafen: und Lagerhaus-Betriebe, Eigenbetrieb von Berlin (Behala), 
Berlin 65, Westhafenstrasse 1. 
Hafendirektor Gerhard SCHLEGEL. 


Berliner Kraft- und Licht (Bewag)-AG, Berlin 30, Stauffenbergstrasse, 26, 
Hans BRÔSE, Vorstandsmitglied. 
Werner GLATZER, Abteilungsleiter. 
Dr. Fritz HAUBNER, Protokoll. 
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Betriebsdirektor Dipl. Ing. Max KROMREY. 
Willi NIXDORF, Arbeitungsleiter. 

Dipl. Ing. Lutz REGENER, Prokurist. 

Kurt SCHULZ. 

Dr. Hans SCHULZE, Abteilungsleiter. 
Architekt Adolf SOBECK, Abteilungsleiter. 
Rudolf STOLPE, Information. 

Alexander VOELKER, Vorstandsmitglied. 
Heinz WEIDAUER, Abteilungsleiter. 

Dr. Rudolf WISSELL, Vorstandsmitglied. 
Dipl. Ing. Hans-Jürgen WOLTERS, Abteilungsleiter. 


Berliner Stadtreinigung, Berlin 42, Ringbahnstrasse 96. 
Direktor Erich KNOLL. 


Berliner Verkehrs-Betriebe, Eıgenbetrieb von Berlin, 30, Potsdamer Str. 188. 
Abt.-Direktor Adolf KIRCHERT. 
Direktor Dr. rer.pol. Karl KONIG. 
Direktor Fritz NEUBECKER. 
Abt.-Direktor Hermann WILBRICHT. 


Berliner Wasserwerke - Berliner Stadtentwdsserung, Berlin 31, Hohenzollern- 
damm 45. 

Direktor Dr.oec. Fritz Georg HOOK. 

Direktor Prof. Dr.-Ing. Kurt HÜNERBERG. 


Bezirksamt Tiergarten von Berlin, Berlin 21, Turmstrasse 35. 
Bezirksstadtrat Günther LINKE. 


Bundesministerium f.d. Post- und Fermeldewesen, Bonn, Koblenzerstrasse 81. 
Amtsrat Kurt BELZ. 


Celler Strassenbahn GmbH, Celle, Bahnhofplatz 9. 
Dr. Ing. Adolf QUICK. 


Deutsche Angestellten-Gewerkschaft - (DAG) - Landesverband Berlin, Berlin 
11, Postfach 55. ; 
Erich GIESSNER, Landesverbandsleiter MdA. 


Deutsche Bundesbahn, Verwaltungsstelle Berlin, Berlin 61, Hallescher Ufer 
74/76. 
Bundesbahndirektor Norbert WAHL. 


Deutscher Gewerkschaftsbund (Bundesvorstand), Düsseldorf, Stromstrasse 8. 
Otto BICKENDORF, Referent. 
Dr. Otto KUNZE, Rechtsanwalt. 


Deutscher Gewerkschaftsbund - Landesbezirk Berlin - Abteilung Wirtschaft, 
Berlin 22, Topeliusweg 45d. 
Gerhard DACHRODT. 


Deutsches Industrieinstitut Köln, Köln, Kaiser Wilhelm Ring 3-5. 
Dipl. Volkswirt Hans-Josef BREIDACH. 
Dr. Werner GRUSSENDORF, Reichsgerichtsrat a.D. 


Deutscher Mieterbund, Stuttgart, Charlottenstrasse 23. 
Präsident Wilhelm GEISSLREITHER. 
Direktor Helmut SCHLICH. 
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Deutsche Postgewerkschaft (Hauptvorstand), Berlin 38, Matterhornstrasse 69. 
Bernhard SCHWERDFEGER, Abteilungspräsident a.D. 


Deutsche Revisions- und Treuhand-AG, Bertin 15, Emser Strasse 40/41. 
Dr. Karl MAY, Wirtschaftsprüfer. 


Dortmunder Stadtwerke AG, Dortmund-Hérde, Semerteichstrasse 106. 
Dr. Hans SATTLER, Direktor. 


Eisenbahnbauverein Harburg eGenmbH, Hamburg-Harburg. 
August MEYER, Amtmann. 


Elektrizitätswerk Minden-Ravensberg GmbH, Herford, Bielefelderstrasse 3a. 
Dipl.-Volkswirt Heinz Peter HAUBROK, Direktor. 


Forschungsstelle der Friedrich-Ebert-Stiftung, Bonn, Koblenzer Strasse oo 
Dipl.-Volkswirt Ingrid HEIDERMANN. 


Freie und Hansestadt Hamburg - Finanzbehérde, Hamburg 36, Gänsemarkt 36. 
Senatsdirektor Christian KOCH. 


Gelsenkirchener Hafenbetriebsgeselischaft m.b.H., Gelsenkirchen, Postfach 725. 
Rudolf MUCHOWSK1, Stellv. Geschäftsführer. 


Gemeindeverwaltung Grosskrotzenburg, Grosskrotzenburg. 
Biirgermeister Martin WOYTHAL. 


Gemeinniitzige Bau- und Siedlungsgesellschaft m.b.H., Brühl Bez. Köln, Theo- 
dor-Körner-Strasse 2la. 
Direktor Karl SEIFERT. 


Gemeinnützige Bestattungsgesellschaft m.b.H., Berlin 61, Gneisenaustr. 41. 
Werner HENNEBERGEN, Geschäftsführer. 


Gemeinnützige Heimstättenbaugesellschaft der BVG m.b.H., Berlin, Potsdamer 
Str. 188. 
: Karl-Heinz HANDKE, Prokurist. 
Gerhard JASCHEK, Prokurist. 


Gemeinnützige Siedlungs- und Wohnungsbaugesellschaft Berlin m.b.H., Berlin 
61, Kochstrasse 22/23. 
Richard SCHREIBER, Prokurist. 


Gemeinnützige Wohnungsbaugeselischaft, Berlin 45, Lipaer Strasse 13a. 
| Dr.‘ rer. pol. Ernst BODIEN. 


Gesamtverband gemeinniitziger Wohnungsunternehmen e. V., Köln, Breslauer 
Platz 4, 
Verbandsdirektor Josef BRÜGGEMANN. 


Gesellschaft für öffentliche Wirtschaft e.V., Berlin, Bleibtreustrasse 24. 
Präsident Dr. Bernhard HEUN. 
Dr. Karl KÜHNE. 


Gewerkschaft der Eisenbahner "Deutschlands, Frankfurt/Main, Beethoven- 
strasse 12-16. 
| Dipl.-Volkswirt Dieter LANGENDORF. 

Günter PIEPER. 
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Gewerkschaft Gartenbau, Land- und an Berlin 47, Früz-Reuter- 
Allee 150. 
Erich SCHWEHM, Vorstand DGB. 


Gewerkschaft Handel, Banken und Versicherungen (Hauptvorstand), Düsseldorf- 
Nord Postfach 729. 
Günter VOLKMAR. 


Gewerkschaft öffentliche Dienste, Transport und.Verkehr (ÖTV), Stuttgart, 
Theodor-Heuss-Strasse 2. 

Hans FALTERMEIER, Mitglied des ÖTV-Hauptvorstandes. 

Franz Josef GRATZFELD, Hauptfachabteilungsleiter. 

Heinz KLUCKER, I. Bundesvorsitzender. 

Herbert KUSTER. 

Leo PHILIPPEN, Leiter der Hauptfachabteilung Energie. 

Konrad RASCHKE, Abteilungsleiter. 

Willi Wiss. 


Gewerkschaft öffentliche Dienste, Transport und Verkehr (OTV), (Bezirk 
NRW ID. . | | S | 
Erwin WIECHERS, Bezirksleiter. 


Grosseinkaufs-Gesellschaft Deutscher K onsumgenossenschaften mbH., Ham- 
burg 1, Besenbinderhof 43-52. 
Wilhelm JANSSEN, Geschäftsführer: 


Grosseinkaufs- und Verbraucher-Genossenschaft Berlin eGmbH, Berlin 42, Ger- 
maniastrasse 47-50. . 

Direktor Dieter SCHÜCKENS. 

Direktor Johann VELHUDA. 


Hagener Versorgungs- und Verkehrsgesellschaft m.b.H., Hagen, Hohenzollern- 
strasse 7. 
Direktor Helmut TURCK, Geschäftsführer. 


Hamburger Wasserwerke GmbH, Hamburg, EE 8. 
Paul HENDRIOCK, Prokurist. 


Hannoversche Verkehrsbetriebe (Ustra) AG, Hannover, Am Hohen Ufer 6 
Abt.-Direktor Karl-Heinrich LUHN. 
Dr. Erich NAIN, Konsul. 


Hessische Elektrizitäts-AG, Darmstadt, Luisenstrasse 12. 
Dipl.-Kim. Carl H ROTHLEIN, Vorstandsmitglied. 


Hessische Landesbank und Girozentrale, Frankfurt/Main, ln 18-26. 
Dipl.-Volkswirt Friedrich DIENETHAL. 


Hessischer Gemeindetag, Mühlheim/Main, Cai nine Strass 52. 
Dr. Hans SCHMIDT, Verwaltungsrechtsdirektor. 


Ilseder Hütte, Peine, Gerhardstrasse 10. 
Hüttendirektor Diedrich DANNEMARK. 


IG Bau - Steine - Erden (Hauptvorstand), Frankfurt/Main, Palmengartenstr. 9, 
Dr. Dipl.-Volkswirt Herbert - EHRENBERG.: 


Industriegewerkschaft Bergbau und SE Bochum, Alte Hattinger Strasse 19: 
Heinz KEGEL. 
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Industriegewerkschaft Metall, Frankfurt/Main, Johann-Klotz-Strasse 17. 
Dipl.-Kfm. Klaus BERNHARDT. 
Lothar PINKALL. 
Wilhelm SCHIFFER. 


LC Metall - Berlin, Berlin 12, Knesebeckstrasse 91. 
Alfred HENZE, Gew. Sekretär. 


Institut für Genossenschaftswesen der Freien Universität Berlin, Berlin 33, 
Ehrenbergstrasse 1. ; 
Prof. Dr. Johannes STUPKA. 


Institut für Genossenschaftswesen an der Philipps-Universität Marburg, Mar- 
burg/L., Frankf. Str. 39. 
Dipl.-Volkswirt Hermann-Reinhard MÜLLER. 


Institut für Wohnungsrecht und Wohnungswirtschaft Köln, Köln-Lindenthal, 
Meister Ekkehart-Strasse 11. 
Dipl.-Kfm Bertel FASSNACHT. 


W. Kohlhammer Verlag, Köln, Mittelstrasse 7. 
Fritz PREUSSE, Verlagsieiter, 


Kommunales. Elektrizitätswerk Mark AG, Hagen (Westf. `, Körnerstrasse 40. 
Direktor Dr. Peter HARTMANN. 


Main-Gaswerke AG, Frankfurt/Main, Kaiserstrasse 10. 
Direktor Albert GASCH, Stadtrat a.D. 
Winfried NANTEUFFEL, Assessor. 


Neustadt/Weinstr. - Stadtwerke, Neustadt/Weinstr. (Rheinl.-Pfalz). 
Direktor Hermann LAux. 


Nibelungen-Wohnbau-GmbH, Braunschweig, Freyastrasse 10. 
Dipl.-Betriebswirt Hans HAUFE, Direktor. 
Walter WILLE, tech. Direktor. 


Niedersachsen GmbH, Hannover, Walderseestrasse 15. 
Direktor Heinz WERNER. 


Porst-Betriebe, Nürnberg, Goerdelerstrasse 93. 
Alfred PILNY. 


Provinzialversicherungsanstalten der Rheinprovinz, Diisseldorf, Friedrichstrasse 
62-74. 
Direktor Dr. Georg Voss. 


Raiffeisenverband Schleswig-Holstein und Hbg. e.V., Kiel, Raiffeisenhaus. 
Dipl.-Volkswirt Karl-Wilhelm DETHLEFSEN. 


Rheingau Elektrizitätswerke AG, Eltville (Land Hessen). 
Direktor Anton EMS. 


Rhein. Girozentrale und Provinzialbank Düsseldorf, EEN Friedrichstr. 56. 
Direktor Dr. Hans Loy. 


Ruhrkohlen-Beratung GmbH, Essen, Frau-Bertha-Krupp-Str. 4. 
Dipl.-Voikswirt Gustav Adolf LANGLOTZ. 


Sparkasse der Stadt Berlin West, Berlin 31, Berliner Str. 40/41. 
Herbert BOHME, Geschäftsführendes Vorstandsmitglied. 
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Stadt Bremerhaven, Bremerhaven - SP, Biebenbergensweg 27. 
Wilhelm AICHLINGER, Stadtrat. 
Albert KRUSE, Stadtrat. 
Gerhard RUMPF, Bürgermeister. 


Stadt Cuxhaven, Cuxhaven, Brucknerstrasse 13. 
Helmut von EITZEN, Stadtkämmerer. 


Stadt Hamm, Hamm, Rathaus. 
Stadtdirektor Dr. Otto LÖBKE. 


Stadt Iserlohn, Iserlohn, Stefanstrasse 6-8. 
Oberstadtdirektor Herbert WACH. 


Stadt München, München, Rathaus. 
Karl PFEIFFER, Stadtrat. 


Stadt Wiesbaden, Wiesbaden, Rathaus. 
Wilhelm ALTEGOER, Betriebswirt. 


Städtische Brannstoff-Versorgung, Berlin N. 65, Sellerstrasse 27-28. 
Direktor Walter BARKOW. 


Städtische Werke Nürnberg GmbH, Nürnberg, Hochhaus am Plärrer. 
Direktor Fritz VOGEL. 


Städtische Wohnungsgeselischaft Bremerhaven m.b.H., Bremerhaven - Mitte, 
Fichtestrasse 12. 
Dipl.-Kfm. Christian FUCHS, Geschäftsführer. 


Stadtverwaltung Essen, Essen, Rüttenscheider Str. 27-37. 
Paul KAHLERT, Kaufmännischer Direktor. 
Dipl.-Ing. Hans-Georg KÖHLER, Beigeordneter. 
Alfred WIESENER. 


Stadtverwaltung Krefeld, Krefeld-Uerdingen. 
Dr. Hans VOGT, Beigeordneter. 


Stadtverwaltung Mühlheim am Main, Mühlheim/Main, Rathaus. 
Bürgermeister Werner GRASMÜCK. 
Helmut KORDWIG. 


Stadtwerke Ahlen (Westf.), Ahlen/Westf. 
Hans-Jiirgen METZGER, Werkleiter. 


Stadtwerke Bielefeld GmbH, Bielefeld, Schildescher Strasse 16. 
Wilhelm KRALEMANN, Aufsichtsratvorsitzender. 
. Kaufm. Direktor Erich Stork, Geschäftsführer. 


Stadtwerke Duisburg, Duisburg, Zirkelstrasse 15/41. 
Direktor Dr. Karl NIESSEN. 


Stadtwerke Liibeck, Liibeck, Moislinger Allee 9. 
Herbert GRAF, Erster Direktor. 


Stadtwerke Mannheim, Wasser-, Gas- und Elektrizitätsbetriebe, Mannheim, 
Postfach 2204. 
Direktor Ulrich STEINDAMM. 


Stadtwerke Trossingen, Trossingen. 
Bürgermeister Rudolf MASCHKE, 
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Stadtwerke Wolfsburg AG, Wolfsburg, Hesslinger Str. 1-5. 
Dr. Ing. Gerd SANMANN, Vorstandsmitglied. 
Alfred STIEHM, Kaufm. Vorstand. 


Stadtwerke Zweibriicken, Zweibriicken. 
Oberbiirgermeister Oskar MUNZINGER. 


Technische Werke der Stadt Stuttgart AG, Stuttgart, Lautenschlagerstrasse : 21. 
Dr. Heinz BALLENSIEFEN, Redakteur. 
Hans JOHNK, Prokurist. 
Erwin SCHNEIDER. 
Direktor Dr. Jiirgen STECH. 
Erwin WORNER. 


Uberlandwerk Fulda AG, Fulda.. 
Direktor Albert FISCHER. 


Universität Göttingen, Göttingen, Wilhelmsplatz, 1. 
Prof. Dr. Gisbert RITTIG. 


' Universität Hamburg, Hamburg, Edmund Siemers Allee, 1. 
Prof. Dr. Hans RITSCHL. 


Universität Köln, Köln, Albertus-Magnus-Platz. 
Prof. Dr. Gerhard WEISSER. 


— Forschungsstätte für öffentliche Unternehmen e.V., Köln. 
Dr. Dipl.-Kfm. Lothar NEUMANN. 
Dipl.-Kfm. Dieter STOLTE. 


— Forschungsinstitut für Sozialpolitik der Universität zu Köln. 
Dr. Dipl.-Kfm. Hubert RAUPACH. 


— F orschungsinstitut für Sozial- und Verwaltungswissenschaften an der Uni- 
versität Kéln, Abteilung Sozialpolitik. 
Dr. Heiner FLOHR. : 


— Seminar für Genossenschaftswesen der Universität zu Köln. 
Dipl.-Kfm. Helmut Cox. 
Dr. Dipl.-Kfm. Alois NIENABER. 


Verband der kommunalen Aktionäre des RWE, GmbH, Essen, Zweigerstrasse 


Dr. jur. Hermann CALLIES, Stadtrat a.D. 


Verband kommunaler Unternehmen e.V., Köln-Marienburg, Marienburger- 
Strasse 22. 

Werner JACOBI, Hauptgeschäftsführer. . 

.. Dr. Wolfgang LUDWIG, Beigeordneter.. 

” Dr. Paul MUNCH, Beigeordneter. 
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and Mr. Ritschl; 


Discussion of the report of Mr. Lambert. 
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LIST OF PRESIDENTS OF THE CONFERENCE 


The various sittings of the Conference were successively presided 
over by: 


— Mr. Bernhard Heun, President of the Gesellschaft für öffentliche 
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the German national section of the ICRICE; 

— Mr. Felix Slavik, Deputy Mayor of the City of Vienna, President 
of the Austrian national section of the ICRICE; 

— Mr. Stratis D. Someritis, Advocate, President of the Greek 
national section of the ICRICE; 

— Mr. Leo Solari; | 

— Mr. Gabriel Ventejol, Secretary of the Confédération Générale du 
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of the ICRICE. 
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— Mr. Paul Lambert, Professor at Liège University, Director of the 
ICRICE. 


IL OPENING MEETING 


Address by Mr. Bernhard HEUN, 


President of the Society for Public Economy as President of the German 
Section of the ICRICE 


It is my honour, as President of the German Section of the ICRICE, 
to welcome to Berlin at this opening ceremony the honourable guests 
and participants in the Seventh International Congress of Public and 
Co-operative Economy. I should like to express our joy at the presence 
of many exponents of public economy and others interested in the 
general theme of this.Congress, and to associate with this our thanks to 
all present and their companions for being undaunted by the long 
journey from their eighteen countries to Berlin. On behalf of the 
governing body of the German Section I wish all participants at the 
Congress, and our friends from abroad, a comfortable and pleasant 
stay in Berlin—one which also comes up to the expectations of the 
ladies accompanying them and which enhances the atmosphere of the 
occasion as a whole. 


Both previous congresses—in Vienna in 1961 and Rome in 1963— 
were brilliant climaxes in the biennial series of international con- 
ferences, qualified as “non plus ultra” in Vienna and as truly mira- 
culous in Rome. To expect a higher degree of success of this Congress 
would be presumptuous—even if we are meeting this time in a country 
which ten years ago was credited with an economic miracle. 


May I, in order that my words be the better understood, remind you 
that the German Section of the ICRICE is the youngest, having been 
called into existence for the first time in Rome two years ago; and, 
further, that the German capital can claim to have neither Vienna’s 
grace nor Rome’s majesty; but above all that public and co-operative 
economy in our country has suffered through historical circumstances 
a set-back which seems to present a certain contrast with the pro- 
gressive development in other countries of the free world. After twelve 
years of dictatorship over all spheres of life, after an unprecedented 
abuse of the investments and efforts of men in the public sector, and 
after a terrible descent into political nonentity and economic chaos, our 
nation was stirred by an elemental impulse towards an individual way 
of life and by a deep mistrust of organisatory obligation coupled with 
a regrettable tendency to underestimate public duties and claims. The 
swing of the pendulum has still not restored the balance. 


140 SEVENTH CONGRESS ON PUBLIC AND CO-OPERATIVE ECONOMY 


The age-long process in which conquered and divided Germany has 
been involved, for twenty years now, has fortunately not destroyed the 
basis of public economy. Free economy still stands as a strong pillar 
in the total Federal German economy. 


It has been able not only to establish its position, but also in many 
ways to extend and strengthen it. The position of public economy, 
however, is by comparison considerably less favourable; it has had 
to a large extent to do without the support of public opinion and 
systematic encouragement by state authorities in the development of 
free enterprise. Among responsible sections of public life, public 
economy is considered an essential part of the total economy, and there 
is a tacit assumption that it will continue to work. As soon as it is 
discussed in a political and economic context, it draws the attention 
mainly of its critics. 


Despite often voluble criticism, appreciable differences in detail 
cannot be missed. Thus no reasonable man would wish on any account 
to make the greatest public undertaking, the German Federal Railways, 
private. The same goes for the great field of communal supply and 
transport business, the state banks, savings banks and insurance 
agencies. The first have even had considerably to increase or improve 
their work and services within the infrastructural framework and thereby 
given fresh evidence to justify their existence. But the attempt to strike 
at the roots of public economy, in spite of its special duties and 
corresponding burdens, and thereby to limit the economic activities of 
the public sector, is unmistakable. Even a facility as deeply rooted 
in, and unquestionably accepted by, all sections of the population as 
the savings bank system finds itself obliged to fight for its life against 
bigoted ideologies. Thus public and co-operative economy in the 
Federal Republic of Germany has had to take up—though with some 
differences—a defensive stand. In this state of affairs the economists 
responsible for public economic policy have a specially important role, 
as also do the exponents of public economy themselves. This without 
doubt creates an essential task for all those who know about the 
ranking and circumstances of public economy. That is why this Inter- 
national Congress on Public and Co-operative Economy held in our 
country seems to me to be, not a link in the chain of routine functions, 
but a special opportunity practically and scientifically to examine, and 
convincingly to state, the duties of public economy as part of a free 
social system. The general theme of the Congress is devoted to that 
purpose: “Public and co-operative economy in a free society.” 


When, two years ago, the ICRICE decided to hold the next Congress 
in Germany and to entrust the preparations to our Section, the German 
members of the governing body were aware of their responsibilities. 
The confidence thus shown in them they naturally felt as recognition 
and encouragement. But they also saw what organisational and financial 
problems there were to solve. On considering which city in the Federal 
Republic would provide a suitable setting for the Congress, we rapidly 
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decided upon Berlin. In this focal point of world events the pendulum 
of which I spoke before had never swung to its utmost extreme before 
1945, nor has it done so since. The people of Berlin have always 
possessed an unusually keen sense for realities. In the really hard test 
of recent historical events they gave an admirable example of equan- 
imity, firmess and responsibility. 


Conscious as we are of the large number of functions that have been 
held in Berlin for many years, we are extremely grateful to the 
governing Mayor and the Senate for their readiness to have our 
Congress held here, and in particular for the understanding and active 
support with which the preparations for the whole programme and the 
arrangements for the participants were met. This help was a decisive 
factor without which the success of our great task would not have 
been humanly possible. We also owe sincere thanks to the under- 
takings of public and co-operative economy and other authorities in 
Berlin for enhancing the programme of the Congress with their invi- 
tations of an economic, cultural and social nature. 


And so I hope that all the participants and those accompanying 
them do not find the pecularities connected with Berlin’s situation 
inhibiting, but that they will be moved to reflect upon them during the 
Congress. Of course it is our unanimous wish that this International 
Congress of Public and Co-operative Economy of the ICRICE organisa- 
tion, like the others, achieves the honourable purpose not only of 
satisfying its organisers with the content of the reports and the con- 
tributions made in the discussions, but—far beyond that—of proving 
fruitful in the terms of its general subject. Berlin—open to the world, 
and bound to it by so many ties—is a fertile ground for producing such 
results. The “genius loci” will favour a spiritual exchange. Those 
making reports and delivering speeches may rest assured that their 
words will be followed with attention and recorded in print and by the 
radio. A special word of thanks goes to the representatives of press, 
radio and television for their interest in our Congress and for keeping 
the public informed. 


As for the previous congresses in Rome and Vienna, the Head of 
State of the host country has assumed the general patronage of this 
Congress. We are sincerely grateful to the President of the Federal 
Republic for this gesture of goodwill and trust. I have been instructed 
to convey his personal wishes for the success of our Congress to you 
all. The competent member of the Federal Government is unfortunately 
prevented from being present in our midst. The Federal Minister of 
Federal-Owned Property, Dr. Dollinger, has sent me the following 
telegram: 


“Dear Dr. Heun, I regret I shall be unable to attend your Congress 
on 10 May 1965, as I long ago accepted another engagement for this 
date. I can therefore only wish you through this telegram every success 
for your meeting. Yours sincerely, Dr. Werner Dollinger, Federal 
Minister of Federal-Owned Property.” 
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—— —— un 


Do many eminent persons are attending today’s opening ceremony 
that I regret I cannot possibly greet all these ladies and gentlemen by 
name. i hope it meets with your approval if I therefore only reserve a 
personal welcome for the representative of the Berlin Senate, Senator 
Otto Theuner, and ask him to accept our thanks for his presence and at 
the same time for the effective help of the Senate, as a sign of our 
obligation to Berlin. 


Let me end with the wish that the Seventh International Congress of 
Public and Co-operative Economy goes down as a well-earned success 
in the history of the ICRICE and remains a pleasant and lasting 
memory in the minds of all participants. 


Address by Senator Otto THEUNER * 
Senator Responsible for Transport and Municipally Owned Undertakings 


Ladies and gentlemen, honourable guests, welcome to the Seventh 
International Congress of Public and Co-operative Economy. Your 
attendance is evidence for us, the people of Berlin, of the great respect 
in which the former German capital is held in those places also from 
which you come. On your programme are, among other arrangements, 
visits to public undertakings in Berlin, talks which can be held during 
these visits with the directors of these concerns, and your impressions 
of modern buildings and installations of our city will confirm to you 
that public and co-operative economy represents an important factor in 
the life of Berlin. 


Allow me to underline the significance of our public undertakings by 
quoting a few figures: 


In the municipality of Berlin there are six private companies with 
an ordinary share capital of 140 million marks, as against some 30 
semi-public- or semi-co-operative undertakings with a capital of 350 
million marks. 


Special significance attaches to the transport and supply under- 
takings conducted as independent concerns, i.e. as non-registered 
formations, together with tax institutions. They have a capital of 
1,500 million marks and employ over 25,000. 


Twenty years ago, after the end of the Second World War, there 
was not much left of the independent undertakings in Berlin. Since 
then over 1,500 million marks have been invested in structures and 
machine installations. Today the transport and supply undertakings of 
this ay need not be afraid of comparing themselves with similar indus- 


TS During his speech Senator Theuner read a greeting from th German Municipal 
Council and the Association of Communal Undertakings.” 
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tries in other large European towns. Their installations stand as a 
guarantee that the yearly increasing demands of industry, commerce 
and the consumer economy can be met day in, day out and at realistic 
prices. 


You will notice one peculiarity on your journeys through Berlin and 
during visits to factories which arises out of the division of the city 
and is in no other city so apparent. The transport communications and 
its networks and the collaboration between individual works and 
industrial departments which grew up out of Berlin’s past history were 
interrupted by the political separation. Tram and bus lines now end 
at the frontiers of the sectors, the West German underground (the 
“U”-Bahn) trains pass through the stations in the East German sector 
without stopping, and the East-administered line (the “S”-Bahn) is 
avoided by the population of West Berlin. 


Our electricity-, gas- and waterworks rely solely upon their own 
production plants, and a combined economy, which means so much 
especially in an emergency, does not exist. But if in the past years— 
irrespective of brief disturbances—community services have been 
assured and internal public transport in Berlin has been able to meet 
all demands, this is proof that the public economy has been equal to 
the most difficult problems even in our divided city. 


When you go through Berlin in the next few days, look also at the 
economic and cultural structure of this city and its beautiful setting. 
Berlin has plenty to offer its guests. I am sure you will take home 
pleasant memories with you. 


I wish your Congress full success in the expectation that the 
speeches and discussions will contribute to furthering the tasks of 
public and co-operative economy within the national economy and to 
bring the various problems closer to a solution. 


Once again I bid you a hearty welcome to Berlin. 


Address by Mr. Maurice DELBOUILLE, 


Professor at Liége University, 
President of ICRICE 


It is a pleasant duty for one who has the task of thanking today 
the representatives of the official Authorities and our excellent friends 
of the German Section of ICRICE, who have given us such a warm 
welcome in this illustrious city of West Berlin. 


It is a great honour that we have been able, thanks to them, to meet 
here to compare once more our thoughts and our knowledge concerning 
the purpose abd success of public and co-operative economy, or, if 
preferred, concerning the doctrine and the democratic methods applied 
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to the administration of large-scale public services and great enter- 
prises in the sole interest of the consumer. 


This assembly will understand why at this moment the present 
President of the International Centre of Research and Information on 
Public and Co-operative Economy recalls the venerated memory of 
Professor Edgard Milhaud, of the University of Geneva, who, from the 
beginning of this century, made the study and diffusion of the generous 
principles of collective economy, a personal and exclusive religion, a 
religion to which he was to devote himself, with a moving faith and 
selflessness throughout his life as humanist, scholar and apostle. Our 
international association came into being in 1947, after the Second 
World War, through the patient and fervent goodwill of the Master, 
Creator and Militant, already widely known and highly esteemed for 
many years through the publication of his most revolutionary and 
extremely objective Annales de la Régie Directe, founded in 1908, and 
afterwards through his invention of the principle and even of the name 
of the League of Nations. Edgard Milhaud died in 1964, after a long 
and fruitful existence as a thinker and man of action. We are only 
the humble servants of the ideal which he defined and exalted, only 
his modest followers in a work which he wished clear, upright and high 
in the service of truth and his fellow-men. 


Precious for us, precious above all, for me is the good fortune to 
have lived for a moment in the intimacy of thought and purpose of 
this great man. 


Mr. President, Mr. Senator, Ladies and Gentlemen, I ask for a 
moment of meditation as a tribute to the memory of Edgard Milhaud, 
a memory to which, if you please, we shall dedicate the work of this 
Seventh International Congress, held in West Berlin from 10 to 13 
May 1965, 


[The Congress observes one minute’s silence.] 


From Geneva Edgard Milhaud took us, through the congresses of 
ICRICE, successively to Liége, Paris, Belgrade, Vienna and Rome, 
which was the last and most distinguished stage of his pilgrimage as 
the friend of man, the friend of work, the friend of peace. 


In coming to Berlin without him, we measure what his loss means 
for us and for the life of our association. However, we would venture 
to affirm our determination to remain faithful to him, in veneration 
and conviction, and to his aims by devoting ourselves to the develop- 
ment of the work of ICRICE; our decision to pursue his enterprise to 
the best of our ability, but with concern to preserve for ever the Centre’s 
character of an association founded essentially, for its action, on the 
observance of the fundamental principles of democracy and on a 
permanent respect for the scientific methods requisite for honest 
information. | 
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ICRICE, as conceived by Edgard Milhaud, will continue to study 
collective economy as seen in the manifold and changing life of public 
enterprises, co-operative associations and workers’ organisations. It 
will endeavour to emphasise the special aspects which characterise it 
according to different countries and times. It will apply itself to 
defining limits of collective economy as against private enterprise and 
to determining its characteristic advantages and weaknesses, according 
to its various methods. 

We know that the part played by collective economy in the life of 
Western Germany, the ups and downs which it has known, the debates 
which it has provoked, but also the interest shown in it by political and 
academic circles here, ought to provide our Berlin Congress, in a 
perfect setting and an excellent atmosphere, with information and 
problems wherein it will find the basis of its success. 


Coming from so many countries and so many circles, we are happy 
to meet in this city which is at once the symbol of democratic liberties 
and a remarkable example of economic prosperity, but which, with its 
great socialist mayor alongside the development of its capitalist enter- 
prises, appears to us, seen from afar, to be a most brilliant and 
attractive paradox. 

Wishing to stress all that Germany has received in the past from 
the Roman civilisation, my very eminent German colleague, Theodor 
Frings, published an interesting work entitled Germania Romanica. 
My illustrious colleague and friend, Ernst Gamillscheg, then professor 
at the University of Berlin, recalling all that the Roman world owes to 
German civilisation, replied to him in a monumental study entitled 
Romania Germanica. It gives me pleasure to remember this philological 
diptych at a moment when men of action and specialists in economy 
coming principally from regions of Latin and German languages, 
meeting here at the invitation of ICRICE, engage in their turn in an 
exchange of knowledge and ideas. 


Since 1945, after the martyrdom of so many shattered nations, time 
has done its work of appeasement while strengthening the lively desire 
for a Europe ultimately united and capable, while surmounting the dan- 
gerous nationalist frontiers of the nineteenth century, of taking up, in 
peace and freedom, its old tradition of intellectual exchange and 
spiritual communion, a tradition which illumines for us the proud 
history but also the deep unity of Western civilisation. 


It is with this thought and in this hope that, on the threshold of our 
labours, I salute, along with the participants of this Congress, the 
German friends who have made us welcome, the city of Berlin and 
the Federal Republic. 


IV. PRESENTATION AND DISCUSSION 
OF THE REPORT OF MR. LAMBERT 


POSSIBILITIES AND LIMITS OF COMPETITION ' 


REPORT SUBMITTED BY PROFESSOR PAUL LAMBERT, 
of Liège University 


At first sight the subject which has been assigned to me seems 
extremely academic and to offer scope for little more than a rehash 
of arguments which have been going on ever since the emergence of 
the capitalist system itself. And yet the question: “What should the 
role of competition be?” is today one of the utmost interest and 
practical significance for all of us. 


Developments in theory and practice in recent years have been such 
as to make it necessary to re-examine the entire question afresh. 


On the theoretical side a great deal of analytical work has been 
done in the new fields originally opened up by Joan Robinson and E.H. 
Chamberlin in 1934.2 Schumpeter’s defence of monopolies and the 
reactions to which his writings gave rise revealed the full complexity 
of the factual situation.? In 1939 Clark outlined the concept of “work- 
able competition”—a concept which is still giving rise to spirited 
discussion. 4 


In the field of current events, the treaties establishing the ECSC 
and the EEC have created a new system in which state intervention and 
competition exist side by side in an unprecedentedly broad framework, 


- 1 The author wishes to emphasise that the views expressed here are his own 
personal views and should not be considered as in any way expressing the policy of 
ICRICE. 

2 Joan ROBINSON: The Economics of Imperfect Competition (1933, reprinted London, 
1948); E.H. CHAMBERLAIN: The Theory of Monopolistic Competition (1933, fifth edition, 
Cambridge (Mass.), 1946). . 

3 See F. MacaLup: The Political Economy of Monopoly (1952), p. 73. See also 
P, LAMBERT: “La puissance économique; les faits, les abus selon ides doctrines”, in 
Expériences (Liège, 1959), No. 2. 

4 John M. CLARK: “Towards a Concept of Workable Competition”, in The American 
Economic Review, 1940, No. 2, pp. 241 et seq. and George W. STOCKING: Workable 
Competition and \Antitrust Policy (Nashville, Vanderbilt University Press, 1961). A 
review of this bo (reprinted from Cartel) was published in Annals, January-March 
1963, pp. 113-116. | 
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while in Eastern Europe competition has existed in Yugoslavia since 
1952 and is about to reappear in the USSR. 


Briefly, the thesis I am putting to you is this : it is just as dangerous 
to abolish competition entirely as it is to leave the solution of our main 
economic and social problems entirely to competitive forces. 


To begin with I shall examine the positive aspects of competition. 


The Social Utility of Competition 


It must be recognised that in the world of today competition is 
imperfect or monopolistic in character (I shall return to this subject 
later). Moreover, the competition we find is frequently not competition 
in the strict sense of the term in that competing undertakings frequently 
offer goods and services which can be substituted for one another—for 
instance, two car manufacturers offering cars with substantially 
different characteristics—rather than identical products. However, the 
fact that competition is not classically perfect does not mean that there 
is no competition at all. To realise this one has only to call to mind 
the very genuine competition between the coal and fuel oil industries 
and between road and rail transport. Some of the advantages of com- 
petition have already been harped on ad nauseam; but there are others 
the existence of which has hardly been realised. 


The thesis that competition acts as a stimulus of human activity, 
put forward by the classical economists, is perfectly true. Competition 
is inimical to inertia and laziness. It compels all the undertakings in 
a given sector to adjust the conduct of their business in accordance 
with that of the most dynamic among them—that is to say, the under- 
taking which introduces new techniques and reduces its production 
costs most. (However, this does not necessarily mean that costs 
throughout the sector will always have been reduced as far as technical 
progress will allow at the time.) 

An even more important postulate is that competition depends on 
the freedom of the enterprise as well as on the freedom of choice of 
the consumer. 


An undertaking which is free to decide its own course of action 
inevitably establishes competition. For instance, as it has freedom of 
choice of raw materials it may set producers of wood and producers 
of steel competing with one another for its custom. 


It is not often realised that this thesis remains valid even where all 
prices are fixed by the State. Where this is the case the price is a 
factor which the undertaking has to take into account in the same way 
as it has to do in a system of perfect competition. Where prices are 
fixed, each undertaking endeavours to expand its markets at the expense 
of other undertakings by offering goods of a higher standard or quality 
and ancillary services of an equally high standard (resp£ct of delivery 
dates, speedy provision of accurate information, etc.). "In addition, if 
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they are out to achieve a maximum profit they endeavour to reduce 
their costs to the level at which the maximum profit is obtainabie 
(regardless ot whether the profits thus gained are shared between 
directors and shareholders or managers and employees or whether they 
are returned to the users in the form of dividends or purchases). 


In addition, the independence of the undertaking is the only real 
safeguard against large-scale waste. 


There are certainly other types of waste than those encountered in 
individual undertakings; there is, for example, social waste of the kind 
which occurs when undertakings take mutually incompatible decisions 
leading to recessions or depressions which, as is wellknown, can give 
rise to waste on a colossal scale. However, waste within the individual 
undertaking is far from negligible. 5 


To realise this it suffices to examine what happens when under- 
takings cease to be autonomous. Since the introduction of flexible 
planning in the Soviet Union, that country has offered us a number of 
striking examples of this. Trapeznikov, for example, has written: 
“ Could one foresee, for instance, as Pravda reported not long ago, that 
an incompetent manager of a dairy would daily ® empty down the drain 
several tons of skimmed milk, suitable for fattening hogs?” Likewise, 
the economist Belousov has written: “Some metallurgical under- 
takings have at present no use for the nitrogen they obtain as a by- 
product when producing oxygen for their own use, so they pump it 
back into the air; while chemical undertakings a short distance away 
are liquefying air to obtain nitrogen and are pumping the oxygen back 
into the air.” 7 


Furthermore, it is essential that undertakings—and consequently 
competition—should be free if consumers are to have freedom of choice. 
We shall discuss later the elements of exaggeration in the oft-repeated 
statement that a market economy system will by itself place all pro- 
ductive activity at the service of the consumer. However, if under- 
takings are directed entirely and exclusively in accordance with a rigid 
plan drawn up by the central authorities, the consumer would be unable 
to influence production by directing his demand. He may distribute 
his expenditure differently among the different types of goods available, 
but he will certainly be far from obtaining full satisfaction. 


It is also true that distribution of goods by price is preferable to 
distribution by administrative methods, provided that total income is 
equitably distributed. A consumer may, for instance, prefer to go 
without holidays and have a bigger flat instead; it will be impossible 


5 See DP LAMBERT: “Planning and Co-overative Action”, in Annals, July-September 
1962, p. 220, and Studies in the Social Philosophy of Co-operation (Manchester, Co- 
operative Union Limited, 1963), pp. 153 ff. 

6 V. TRAPEZNKOV: “Towards a Flexible Economic Control of Undertakings”, In 
Annals, SE 1964, p. 279. 

7 R. BELOUSOY W‘Glavnoe—ekonomiceskaya effektivnost” (Economic Efficiency Matters 
Most}, in Pravda, 13 November 1964. 
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for him to give effect to this preference if the items in question are 
distributed by administrative. methods. 8 


Lastly, securing the freedom of the undertaking—and thereby 
freedom of competition—is by far the most effective way of ensuring 
that new products come to the market. Even as convinced a Socialist 
as G.D.H. Cole has written: “It will be a poor world in which a man 
with an idea cannot get a chance of trying it out without needing the 
sanction and accepting the discipline of some vast national organisation 
that may well look on him either as a dangerous competitor or as a 
crank,” ® 


Competition Is Not a Function of Private or Public Ownership 
of Capital. 


Contrary to the widely accepted axiom, competition is conceivable 
and can exist within a framework of public ownership just as much 
as within a framework of private ownership. 


Among the theorists, Louis Blanc urged the State to help with the 
establishment of workers’ production co-operatives designed within a 
short period to become autonomous (and therefore competitive), leaving 
the State as no more than “the supreme regulator of production”, 1° 


A number of Socialist authors, and particularly Emile Vandervelde, 
have stressed the need to ensure that publicly owned and co-operative. 
undertakings all enjoy a considerable measure of autonomy. 11 


In recent years, too, several economists have devised models of a 
socialist type comprising elements of competition. 12 


On the practical side, Yugoslavia’s experiments with systems of this 
kind are well known. Admittedly, in exceptional cases, certain prices 
are fixed or controlled by the State; but these exceptions are no more 
significant than in certain Western countries. On this subject, Bora 
Jelic writes : “Each individual undertaking is completely free as regards 
the acquisition of the necessary raw materials, the amount of labour 
employed and the procurement of the credits necessary to finance pro- 
duction and sales, to mention only a few elements.” Djordje Mijic 
adds: “Undertakings in Yugoslavia operate under conditions similar to 
those existing in a market economy... they sell the goods and services 


8 See “Planning and Co-operative Action”, op. cit. and Studies in the Social Philo- 
sophy of Co-operation, op. cit! 

9 G.D.H. CoLE: The British Co-operative Movement in a Socialist Society (London, 
1951), p. 136. Trapeznikov, in the article quoted earlier, also stresses the need to 
facilitate the appearance of new products. 

10 For my views on Louis Blanc, see Studies in the..., op. cit., p. 57. It is interest- 
ing to observe the similarity between his proposals and the system in force in Yugoslavia 
today. 

11 See in particular Emile VANDERVELDE: Le socialisme contre d'Etat (2nd edition, 
Brussels, 1949). 

12 Oskar LANGE and Fred TAYLOR: On the Economic be | 
neapolis, 1949). 


of Socialism (Min- 
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they offer at a price which is fixed—in normal circumstances freely—on 
the market.” 13 More recently, Horvat has written that administratively 
speaking, all Yugoslav undertakings are completely independent; they 
draw up their own production programmes and have their own price 
and wage policies. 14 


As for the USSR, it is well known that that country wishes to change 
over from the present rigid planning system to a more flexible system 
and, instead of giving detailed instructions to each undertaking, to 
maintain control indirectly in a manner similar to that followed in 
Western countries (budget and credit policy, etc.). The latest pro- 
gramme of the Communist Party of the USSR, quoted by Trapeznikov 
in the article mentioned earlier, contains a statement to the effect that 
“it is essential to broaden the limits of operative independence and the 
initiative of enterprises on the basis of the tasks determined by the 
State plan”. He expresses his conviction that profit should be the 
primary regulator of economic activity in the following terms: “In 
order to carry out an effective policy in the field of economic activity, 
it is essential to choose an index which corresponds to a maximum 
degree to the function of an undertaking, and which combines the 
interests of the national economy and that of the personnel of the 
undertaking in question. Such an index could be made, in our opinion, 
parallel with certain other quantitative and qualitative indices, on the 
basis of profit.” Belousov, thinking along similar lines, has also written 
(in the article mentioned earlier) : “One should turn to the criterion of 
profitability rather than to other indices to obtain the fullest and there- 
fore the most objective information on the subject of the results of the 
economic activity of an undertaking considered in the light of the 
expenditure incurred.” 


There is no question at the moment of allowing price levels to be 
fixed purely in terms of supply and demand. There is merely a desire 
that price policies should become more flexible. As has already been 
seen, the fixing of prices by the public authorities does not eliminate 
competition where the undertakings concerned are independent agen- 
cies; this is particularly true where each one is seeking a maximum 
profit. None the less, it seems likely that the logic of the new system 
will gradually force the USSR to move—albeit hesitantly—towards the 
Yugoslav system. 


It should be pointed out straight away that the Russian economists 
seem to underestimate the inadequacy of the profit motive as a criterion 
and also the anomalies of distribution which will inevitably occur, 
bringing surplus profits into the coffers of the best-placed undertakings. 


13 Bora Jeuic: “The Yugoslav Economic System: Institutional Framework and 
Functioning”, in Annals, April-November 1959, p. 105; and Djordje Munic: “The Under 
takings’ Income a Its Distribution”, in ibid., p. 232. 

14 Branko ck “La planification en Yougoslavie”, O.C.D.E. Etudes de déve- 
loppement, No. 1: Wlanification et programmes de développement (études de cas et 
expériences), September 1964, p. 171. 
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The Utopia of Perfect Competition 


Although perfect competition offers definite advantages, it would 
be vain to expect it to bring in its wake an optimum level of economic 
growth or of social justice. 


Failure to realise this derives from a failure to grasp the funda- 
mental difference between competition as it actually exists in the world 
today and perfect competition (or rather a Utopian version of perfect 
competition). The reasoning which follows—and which in its funda- 
mentals was that of Turgot, Adam Smith and later Bastiat—is still, 
frequently encountered in the writings of present-day economists and 
forms (with some refinements) the basis of part of the theory of the 
“welfare economy ”, | 


This is how they say the economy would work under perfect com- 
petition: 


i. All desires would automatically be satisfied. In the absence of 
any systematic state planning and where each individual and each 
public undertaking is an isolated unit acting in complete independence, 
the nature and volume of production are fixed and directed by individual 
desires through the price mechanism, 


The sum of individual desires forms a collective demand curve. 
Producers, acting exclusively in their own interests, will attempt to 
satisfy those desires; and the fewer they are to offer the goods desired, 
the greater will be the profit of each. 


But these exceptionally high levels of profit will attract capital and 
labour into the sector concerned, with the result that the price of the 
goods offered will eventually fall to the level of production costs. Let 
us now examine the implications of this conclusion. 


2. Production will be effected at minimum cost. Not only are 
desires satisfied; they are in addition satisfied at the lowest cost which 
the level of technical progress so far achieved will allow. 


(a) The spontaneous movement of capital and labour into the 
branches in which profits are exceptionally high will eventually bring 
profits down to “normal”, that is to say, to the level just high enough 
to give the entrepreneur an incentive to continue production. 


_ (6) The tendency for profit margins to contract gives the producer 
a continual incentive to reduce his production costs. Inefficient entre- 
preneurs—that is to say, those who are unable to bring their prices 
down to market levels—will be eliminated. 


(c) Competition forces the entrepreneur to adjust the size of his 
firm to an optimum. Once he has achieved this, he will endeavour to 
achieve an optimum level of production. It should pe recalled here 
that under a system of perfect competition he is 7i to produce the 
quantity of goods that suits him provided that he sels those goods at 
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market prices. Thus market prices will coincide with average costs, 
which will themselves coincide with marginal costs. 


3. A rational utilisation will be made of capital and labour. A 
person in an overcrowded occupation will earn so little that he will 
have an incentive to transfer to a different one. 


If capital is invested in the production of goods which the com- 
munity does not want, it will not earn any return and will be transferred 
elsewhere. 


In a system of perfect competition capital and labour move to the 
point where they can obtain a maximum return or remuneration; they 
will obtain this precisely where they are most useful, namely in the 
production of goods the supply of which has not yet adjusted to the 
demand for them. 


4, A Satisfactory balance will be achieved between the satisfaction 
of present and future needs. Present or immediate needs demand that 
all the productive forces available be devoted to the production of 
consumer goods. However, this could only be done at the expense of 
satisfaction of future needs, as it would involve stopping the production 
of new capital goods (which will permit an increase in production of 
consumer goods at a later date). This danger is averted under perfect 
competition. 


(a) First of all, the demand for consumer goods affects that for 
capital goods in a positive fashion; for in order to increase production 
the industries ee consumer goods will order additional 
machinery. 


(b) The more marked this tendency becomes, the higher profit levels 
will rise in the sectors manufacturing capital goods, with the result that 
capital and labour will be transferred to those sectors. 


(c) The high levels of profits earned will enable the sectors con- 
cerned to pay high rates of dividend or interest on capital; this in its 
turn will give rise to a tendency among private individuals to save more 
and therefore to consume less (the reasoning assumes that the volume 
of saving is a function of the interest rate). 


(d) Thus an abnormal check is placed on consumption, the demand 
for capital goods tails off, profits fall in the sectors producing them, 
saving is reduced. and consumption is resumed. 


The Shortcomings of Perfect Competition 


One of the prerequisites of perfect competition is that no single 
economic unit should be in a position to affect prices by its own actions 
alone. It alsq demands that the government should not have discre- 
tionary power to increase customs duties, call up the civilian popu- 
lation, etc. Laęt but not least, to operate it needs large numbers of 


4 


154 SEVENTH CONGRESS ON PUBLIC AND CO-OPERATIVE ECONOMY 


both suppliers and purchasers with approximately equal power, dealing 
in each individual market with exactely identical products and possess- 
ing a knowledge of all the prices charged on that market. 


If these conditions are met, then clearly no single economic unit is 
in a position to change its prices; these are the product of a great 
volume of offers to buy and of offers to sell which cannot be signi- 
ficantly affected by the offer made by a single purchaser or a single 
seller. 

The principal objection to this optimistic reasoning is obviously 
the fact that competition is never perfect. However, even if the hypo- 
thesis is accepted, the system does not always work in the ideal manner 
described. 


(1) The adjustments described above all occur a posteriori—in 
other words, at any given moment all kinds of irrational activities are 
going on which the price mechanism has not yet put a stop to. 


(2) By the same token, desires emanating from the sources able 
to pay the highest prices will be best satisfied. In fact, perfect com- 
petition neither presumes nor necessarily gives rise to an equitable 
distribution of capital and incomes. The history of the capitalist 
system at the beginning of the nineteenth century—at a time when the 
hypothesis of perfect competition was most nearly realised in fact— 
clearly shows the degree to which the unfettered pursuit of personal 
interest can give rise to the exploitation of one person by another. 


(3) In fact, one of the preconditions for perfect competition is 
that labour must not be organised. However, the offer of unorganised 
labour is inelastic. A worker must go on working in order to live, 
even if the wage he earns is ridiculously low. 


(4) Perfect competition does not eliminate natural differences 
between production costs in different undertakings in a given sector. 
Where such differences exist, the price is fixed by the marginal under- 
takings—i.e. the only one selling at production cost level. All the other 
undertakings are earning surplus profits in proportion to the more 
favourable natural conditions under which they operate. 


(5) Perfect competition does not necessarily lead to full employ- 
ment. The importance of Keynes’s General Theory lies precisely in the 
fact that it is based on the hypothesis of perfect competition in all 
sectors save the labour market. He demonstrates that perfect com- 
petition can lead to underemployment. Even the most ardent champions 
of the law of markets did not deny that crises might occur as a result 
of imperfections in the competitive system. The General Theory 
marked a new step forward in that it showed that a crisis could occur 
even if the imperfections in question were eliminated. If perfect com- 
petition: is consistently to provide full employment, it must also be 
accompanied by perfect foresight on the part of Don in the market; 
and to achieve this we should all have to be blessed wh second sight. 
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The Consequences of Imperfect or Monopolistic Competition 


It is obvious that perfect competition is a theoretical abstraction 
impossible of fulfilment in real life. Not only does it frequently occur 
that the supply of or demand for goods of strategic importance is 
determined by a small number of units; but in addition it is extremely 
rare that a large volume of identical goods is placed on the market to 
satisfy one particular desire; the goods and services offered differ 
according to the personalities of the producers, in details of manu- 
facture or presentation, in brand name and even in matters of publicity. 


A number of producers have certain advantages which others do not 
possess; these are known as “monopolistic elements”. 


In monopolistic competition in the present-day world economic 
power has become a reality. Each producer is free, within certain 
limits, to change the price of his (individualised) products in the same 
way as a monopolist can. There is an increasing trend towards com- 
petition between substitutes (such as butter and margarine). The 
customer may prefer a particular brand of toothpaste, but if the price 
becomes too high he will switch to another brand. 


Economic theory shows that under a system of monopoly compe- 
tition, the producer fixes production at a lower level than he would 
under a system of perfect competition. Thus there may be more pro- 
ducers than there would be under perfect competition, and selling prices 
are usually above production costs. In addition, as each producer is 
endeavouring to enlarge his markets at the expense of those of other 
producers, sales costs—and in particular advertising costs—rise astro- 
nomically, and the remuneration of people with the ability to sell is 
frequently higher than that of those with the ability to produce. 


Let us now return to the point we made just now. In a number 
of sectors there are only a few producers offering goods for sale; this 
situation is known to economists as an oligopoly. Without attempting 
to draw up a theory of oligopoly here, one must explain the funda- 
mental difference between oligopoly competition and perfect compe- 
tition. Oligopolists can consistently earn high profits without any new 
producer being tempted to establish himself in competition with them. 
Any potential outsider knows from the start that he will have to build 
a huge factory producing goods (such as cars) in enormous quantities; 
as he anticipates that such a substantial increase in total offer will wipe 
out the profits of the entire sector, he refrains from entering it. 


The principal factor which has consistently made for a continual 
widening of tht gap between the theory of perfect competition and 


4i 


everyday realitids has been the progress made by concentration. 
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Concentration is effected by an increase in the size of undertakings, 
the establishment of cartels or trusts and the acquisition of share- 
holdings by one company in others, 4 


As has been frequently pointed out, concentration is in fact a 
consequence of competition; the latter forces undertakings to reduce 
their production costs, and concentration is frequently the best way 
of doing so. 


The First Retreat: the Theory of “Workable Competition” 


Professor Chamberlin, who first advanced a theory of monopoly 
competition, was careful in his analysis not to draw any pessimistic 
conclusions of a doctrinal character. However, he did establish that, 
although competition between oligopolists eliminates profit on a 
monopoly scale, it does not reduce costs to the minimum level. In 1939 
JM. Clark, in an attempt to dissipate fears on this subject, developed 
the theory of workabie competition. The basis of this theory was that, 
although competition was admittedly not perfect, all that mattered was 
that it should be workable—in other words, it should provide an 
incentive to innovation, make the earning of excessively high profits 
impossible and make for lower production costs. Thus competition 
remained a necessary and adequate force governing the distribution of 
sources and incomes and the organisation of production. 


This theory was certainly a far cry from the ideal of perfect com- 
petition. It could no longer be argued that competition reduced costs 
to the minimum or refused to recognise that in certain sectors it had 
become impossible for new competitors to come into business—a 
situation securing consistently high levels of profits for those already 
in the field. It could not be denied, either, that some undertakings were 
in a position to exercise such a decisive influence on supply or demand 
that they could indulge in all the abuses open to a monopolist. 


Competition as It Really Is and the Consumer 


Above all, this theory finally gave the lie to the old adage that the 
consumer controls the economy; he is faced with a great variety of 
products, each of which have been deliberately made different from all 
the others; he is conditioned by the broadsides of advertising fired at 
him by producers; and he is under continual pressure to pay out of his 
own pocket for the fantastic wastage of effort represented by marketing 
and presentation costs. He is clearly the servant of the economy rather 
than its master. 16 


15 Many authors, distinguish between concentrations and agreements; however, 
agreements should properly be considered as a particular form of co centration. 

16 On this point see in particular Vance PACKARD: The Waste Makers, New York, 
Pocket Books, 1964, and P. LAMBERT. Studies in the Social Philosophy of Co-operation, 
pp. 163-165. 
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Moreover, it frequently occurs that the most unscrupulous producer 
drives the others out of the market and then systematically sets ano 
exploiting the consumer. 17 


Competition as It Really Is and Economic Growth 


Having thus established that competition as it really is does not 
guarantee the optimum satisfaction of the consumer, we must also 
recognise that it does not guarantee optimum growth of the economy 
either. This is particularly so in the newly developing countries, 


In practice, economic growth primarily depends on the carrying out 
of political reforms which will put an end to the supremacy of the 
big landowners, who are in no ‘sense entrepreneurs and who either 
hoard their substantial incomes or use them to import goods from 
already developed countries. 


Economic growth also depends on the completion of infrastructural 
projects (transport, irrigation, etc.) which are not in themselves pro- 
fitable and must therefore be established and operated by the public 
sector outside the competitive sphere. Lastly, measures must be taken 
to ensure that resources in short supply are utilised in a ‘planned 
fashion in order to avoid waste. 


At What Levels Should Competition Operate? 


_ Having recognised that competition can be useful in a number of 
sectors, one must turn to the problem of the level at which it is most 
desirable. A policy of promoting competition between small and 
medium-sized undertakings in all sectors would obviously be a mistaken 
one. For although associations and trusts have the serious drawback 
of frequently permitting the exploitation of the consumer by the 
charging of excessively high prices, they also have two advantages 
from the point of view of the community in general. 


(1) In the first place, in so far as they represent a form of con- 
centration, they permit all the savings on production costs which the 
process of concentration almost invariably makes possible as a result 
of the high degree of division of labour and mechanisation, savings on 
the cost of credit facilities and raw materials, opportunities to. build 
up huge research departments and to introduce more advanced account- 
ing techniques, etc., to which it gives rise. 


(2) They frequently act as an incentive to innovations and pro- 
gress. as their financial strength permits them to explore new. ground 
and to take risks. 


\ 


17 See Jean MEYNAUD: Les noie et le pouvoir (Lausanne, 1984), SE 
Chapter II. & 
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The community may even find that its advantage lies in placing 
an entire sector under the contro! of a single authority to permit a 
maximum of rationalisation. The nationalised coal mines in France 
and Great Britain, which are in competition with other sources of 
energy, are cases in point. Another example is the iron and steel 
industry in Austria, which is competing with foreign undertakings in 
the international field. 


The Abuse of Economic Power 


Abuses of economic power in a market economy may be of three 
types. Firstly, there are manceuvres designed to force a competitor 
against his will to join an association or amalgamate with a trust. 

Secondly, there are all the different varieties of price policies 
designed to maintain profits at an abnormally high level. To judge 
whether or not profits are abnormally high one must consider not only 
the actual amount involved but also the use to which the profits are put. 
There can be little objection to self-financing which eventually leads 
to an innovation if it can be demonstrated that it would have been 
extremely difficult or costly to raise the necessary finance by other 
means. In contrast, one of the most objectionable types of agreement 
is that which frequently occurs when tenders for a particular project 
are invited and all the parties agree to tender at a uniformly high price. 
It is extremely difficult to prove the existence of agreements of this 
kind; this explains why the machinery designed to check abuses of 
economic power must comprise a specialised administrative agency with 
very wide inquisitorial powers. 

Thirdly, there are concentrations of a “reactionary” type the aim of 
which is to obviate the need to replace equipment and introduce new 
methods by maintaining selling prices at the equivalent of costs in the 
marginal undertaking. 

Economic power is also abusive when it is used as a means of 
wielding political influence. When this occurs public control or even 
nationalisation may be necessary. 


How Can One Guide and Correct Competitive Forces? 


It is clear from the foregoing that competition can lead to achieve- 
ment of the general welfare only under guidance and in a corrected 
form. Here the public authorities, publicly owned undertakings and 
the co-operative movement have a vital part to play. 


t. The employment market. It is now generally recognised that 
competition in the employment market inevitably gives rise to serious 
exploitation of the individual worker. 


It was Jean Lescure, an economist with Liberal E Ei who wrote: 
“Since 1864, when the right to organise and the riglft to strike were 
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given statutory recognition, wages have tended to be fixed by methods 
peculiar to bilateral monopoly. A countervailing power began to 
develop as 4 defence against the all-powerful employers. The available 
labour supply was—for the time being at least—offered en bloc. 
Workers stopped competing with one another. Wages began to be 
increased. With the development of the trade unions after the passing 
of the 1884 Act, the labour bloc became permanently established and 
organised.” 18 


It is also generally admitted that the trade unions should not be 
the only protectors of workers’ interests and that the State has also a 
function in this field to be discharged by the enactment of social 
legislation. 


2. Distribution. For the reasons already given, competition does 
not automatically lead to a fair distribution of incomes. It is generally 
accepted that the State is responsible for correcting the pattern of 
distribution of incomes resulting from the free play of market forces, 
first of all, by the application of progressive rates of income tax, and 
secondly by the provision of essential services such as education free 
or at a nominal charge. In addition, the State has a duty to secure 
income stability for social groups, such as farmers, whose incomes 
depend on the selling prices of the goods they produce. In particular, 
it must ensure that the situation frequently observed by King—-who 
pointed out that a bumper harvest may yield a smaller income to the 
farmer than a poor one, notwithstanding the extra work involved, 
because it brings prices tumbling down—does not occur. Notwith- 
standing the difficulties to which their application gives rise, agri- - 
cultural price maintenance policies have come to stay. 


In addition, the co-operative movement, by assisting and facilitating 
technical progress in agriculture and by paying dividends on purchases 
to consumers, helps considerably to promote greater stability and more 
‘equitable distribution of incomes. 


3. Protection of natural resources. The free play of market forces 
may lead to undesirable or excessively rapid consumption of natural 
resources. For instance, the ill-considered cutting-down of a forest 
may expose an entire region to the risk of flooding. Thus there can 
be little objection to the adoption by the State of suitable measures to 
protect natural resources. 


4. Protection of the consumer. It is the duty of the State to 
prevent misleading publicity and practices which may constitute a 
danger to the health or the income security of the consumer. However, 
although measures directed to this end are valuable, they cannot in 
themselves suffice. The primary responsibility for educating and 
warning consumers lies with the co-operative movement, which can also 
—once it has gitained a certain level of power—introduce competition 


18 Jean Lescufe: Principes d’économie rationnelle (Paris, 1947). 
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into fields which have hitherto been the preserve of monopolies. Publicly 
owned undertakings can and should act in a similar way whenever they 
have sufficient competitive power. 


5. Prevention of abuses of economic power. In this field too the 
power to take the necessary action lies with the State, publicly owned 
undertakings and the co-operative movement. 


6. Employment. It is now generaily accepted that the State has 
a responsibility for maintaining high and stable levels of employment. 
Even economists who refuse to accept full employment as an aim of 
economic policy admit without reservation that the State has a duty 
to palliate consequences of short-term economic trends. Even such a 
convinced Liberal as Professor Robbins, of London, who shortly after 
the end of the Second World War was arguing that the price system 
in a market economy offered the best means of allocating goods and 
services and struck the best balance between effective supply and 
effective demand, was qualifying his arguments in the following terms : 
“It is quite clear to me that, as an instrument capable of maintaining 
a reasonable amount of stability in the level of over-all demand, it has 
very serious limitations.” 19 


The existence of strong publicly owned undertakings and the 
voluntary co-operation of the co-operative movement will enhance the 
effectiveness of government action. 


7. Growth. Throughout the world state intervention in the 
economic field is becoming more systematic and leading to planning 
of one type or another. The most urgent objectives are defined; pro- 
jections are made from reasonable hypotheses; and the uncertainties 
which bedevil heads of undertakings are substantially reduced. 


The ECSC and EEC Treaties 


There is no fundamental incompatibility between the EEC and 
ECSC Treaties and the principles described above. It has in fact 
repeatedly been stressed that these Treaties are not designed to make 
the well-being of the peoples of the countries concerned entirely 
dependent on the effects of competition in a new and larger sphere; 
provision is also made for ‘state intervention with a view to achieving 
a certain number of objectives of a social character. 20 


The two Treaties do not indisciminately condemn all forms of con- 
centration. For instance, paragraph 3 of article 85 of the Rome Treaty 
specifically exempts from its restrictive provisions agreements which 


19 See Lionel Rossins: The Economic Problem in Peace and War (London, 1947), 
p. 67. i 

20 See Pierre Uri: “International Planning for the Construction of Europe”, in 
Annals, April-September 1963, pp. 315-318; and A. MARCHAL: “The Fe and the Develop- 
ing Countries”, in ibid., 1965, No. 1. ° 
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help to improve the production or distribution of goods. or promote 
technical or economic progress, provided that they pass on to the users 
a fair share of the profits to which they give rise. 


However, it must be recognised that the consumers—and in parti- 
cular the most stable force representing consumers, namely the co- 
operative movement—are not sufficiently represented in: the different 
bodies of the community, while in contrast producers have a clearly 
excessive influence. 21 


For the moment, the powers of the European Economic Commission 
are quite inadequate. Europeans will not give up the protection which 
their respective countries offer them unless and in so far as the new 
European political entity is in a position to guarantee them equal 
protection. 


Under the EEC Treaty both public and private undertakings are in 
principle subject to the same rules. Where public undertakings are in 
direct competition with private ones, there must: obviously be equality 
of terms of competition between them in every respect. Publicly 
owned undertakings frequently compete under severe handicaps owing 
to the limitations placed on their independence by legislation and 
regulations governing such problems as wage and price fixing, the 
freedom to borrow money, the right to begin activities in fields related 
to that of the principal activity, the right to establish subsidiaries, etc. 


However, an exception of considerable importance is made in para- 
graph 2 of article 90, which reads as follows: “Undertakings respon- 
sible for the management of services of general economic interest or 
having the character of a fiscal monopoly shall be subject to the rules 
of this Treaty, and particularly those relating to competition, in so far 
as the application of these regulations does not hinder the achievement 
of their statutory aims or of the particular objectives assigned to 
them.” 22 


In addition, as André Buttgenbach puts it, “The Treaty makes a 
distinction between the activities of the State in its capacity as a public 
authority managing public services of a purely administrative char- 
acter—which are not covered by the Treaty—and state activities of an 
economic character, to all of which Community legislation applied”. 23 


In practice, however, one cannot really distinguish between public 
services of a purely administrative character and economic activities. 
To take only one example: in most countries the postal services are 


21 See Jean MEYNAUD, op. cit., Chapter XIV; and Varii Auctores, Wirtschafts- und 
Finanzpolitik im Gemeinsamen Markt, Hanover. 1963, and in particular Prof. Weisser’s 
study entitled “Die Aufgabe der öffentlichen und freigemeinwirtschaftlichen Unternehmen 
im Wettbewerb des Gemeinsamen Marktes”. 

22 The European Centre for Public Undertakings, in co-operation with the Berlin 
Public Economy Society and the ICRICE, has made a detailed study of the significance 
of this text. See also René JOLIET: “Contribution à l'étude du régime des entreprises 
publiaues dans IA CEE”, in Annales de la Faculté de Droit de Liège, 1965, No. 1, 
pp. 23-92. | 

23 André BUTTGENBACH, “La notion d'entreprise publique (rapport international)”, 
in Rivista di Diret® Industriale, 1963, p. 228. 
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public services of a purely administrative character; but at the same 
time they are also public undertakings with economic functions. The 
significant distinction here is the very clear one used in national 
accounting between public agencies and public undertakings. A public 
agency covers most if not all of its expenditure from taxation or 
subsidies, while a public undertaking covers the essential of its costs 
by the sale of the goods or services it produces. It must not be for- 
gotten that in all countries a substantial proportion of consumption by 
public authorities and services is not supplied by the ordinary 
market. 28 An increase in the volume of public consumption—parti- 
cularly as regards education—may even be considered as a measure 
of the level of civilisation in that country. 


On the other hand, it has happened in the past—and will certainly 
happen again in the future—that public undertakings acquire the 
character of public agencies. 


R >: 
R b 


Conclusions 


Competition provides an incentive to reduce costs and to take 
advantage of technical progress. It depends on the autonomy of the 
individual undertaking—which is necessary to allow scope. for initiative 
and to prevent certain types of wastage—and a genuine freedom of 
choice for the consumer. 


Questions have been asked concerning the level at which competition 
should operate. Certain concentrations of undertakings have achieved 
levels of output substantially higher than are possible where a large 
number of small or medium-sized undertakings are competing against 
one another. It may even be desirable to concentrate production in 
the whole of one sector in the hands of a single unity; where this occurs 
competition is only possible at the international level or between sub- 
Stitute products. 


In any case, a substantial proportion of the fotal volume of 
consumption—namely that represented by public consumption—is not 
supplied by the market. 


By itself competition cannot guarantee a minimum of equity on the 
employment market, an equitable distribution of incomes, the safe- 
guarding of natural resources, the optimum satisfaction of the 
consumer, the prevention of abuses of economic power, a high and 
stable level of employment or an optimum rate of growth. It must be 
guided and where necessary corrected through the intervention of the 
State, publicly owned undertakings and the co-operative moment. 


Lastly, it must be remembered that competition is not a religion, 
but a technique. Mutual aid will often do more to EE the national 


24 Lionel ROBBINS, op. cit., p. 11. $ 
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income than cut-throat competition, particularly in the newly devel- 
oping countries. 


Lastly, one must remember that a system or a régime cannot be 
judged by economic standards alone; I am an economist and I should 
know. No matter how spectacular the quantitative results achieved 
by a particular régime, it cannot be acceptable to us if to achieve 
those results it has trampled human rights underfoot. Collective 
economy as we conceive it, organise it and manage it, has a single 
transcendent objective, namely the enhancement of the standards and 
dignity of free men, | 


SA? 
ia, 
wet ` ? 
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COMPLEMENTARY REPORT BY MR. HANS RITSCHL, 


Professor at Hamburg University ` 


Professor Paul Lambert of Liège University has submitted to us an 
excellent report describing the behaviour to be expected of independent 
undertakings, operating under conditions of free competition and under 
no restrictions as regards price setting, within the framework of the 
market-economy theory and has discussed the extent to wen these 
expectations are fulfilled in practice. 


After so condensed and conclusive a report, all that is left to the 
author of an additional report is to elaborate on a few points. 


The subject of our disctissions is the scope for competition and its 
limitations. 


When examining the scope for competition one must consider not 
only the fields in which competition is feasible but also the feasibility 
of the different types of competition. 


I. Competition in its ideal and most beneficial form was first 
encountered among medieaval craftsmen working to orders from indi- 
vidual customers. In these circumstances a master craftsman’s best 
advertisement was the standard of his workmanship and the quality of 
the finished product. If a craftsman turned his job over to batch pro- 
duction—that is to say, the production of goods for unknown pur- 
chasers on the market—the quality of the workmanship and the product 
were verified by the guild. At the same time, however, batch pro- 
duction offered a temptation to earn higher profits by lowering 
standards of quality without reducing prices and an incentive to secure 
a higher turnover by reducing prices slightly and thereby to earn a 
greater aggregate profit. 


IL Competition relating to output is also found in the centralised 
planned economies of the socialist countries of Eastern Europe, albeit 
in an obviously unsatisfactory form. The meeting and exceeding of 
plan targets is encouraged by the threat of punishment for failure on 
the one hand and by rewards for specially meritorious performances, 
and wage incentives for the employees on the other. However, these 
incentives relate only to the quantitative aspects of output. Standards 
of quality become a secondary consideration and are liable to be 
sacrificed in the interests of higher output. Attempts are now being 
made to encourage higher standards of quality by introducing new 
elements into the system of competition under which undertakings 
which do improve the quality of their goods receive honours and 
favourable mention. However, neither of these approaches offers any 
incentive to cost reduction, the economical use of plant@and materials 
or the use of waste products or waste gases for the development of 
by-products. é 
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Professor Lambert has already spoken of the attempts to develop a 
kind of “competitive Socialism’, even in a communistic economy, and 
the theory underlying these attempts. 


DL Under a free market economy-—the main characteristics of 
which are the predominance of independent private undertakings and 
the existence of free competition—competition of four different kinds is 
to be observed. 1 


(1) First of all, there is competition in the field of output. There 
are two subsidiary forms of competition of this type, namely— 


(a) price competition, ie. the reduction of prices for goods of un- 
changed quality, achieved by cost reductions and rationalisations; 


(6) quality competition, i.e. an improvement in the quality of the goods 
or services offered, which may or may not be accompanied by a 
price increase. 


Competition of this type still predominates today where production 
is carried on to fill orders from known customers. Its scope is not 
confined to handicrafts of traditional types; it is also found in modern 
industry, machine construction, shipbuilding, and the building trades. 
It is, in fact, found in practically every sector of the industrial economy, 
and particularly in the supply of raw materials and fuel—two sectors 
in which purchasers, like sellers, have a precise knowledge of markets. 


However, there is no guarantee that the actual consumer will benefit 
from competition of this type. 


_ In the field of batch production of goods for anonymous purchasers, 
competition relating to output is encountered in the production of goods 
to meet solvent demand. In this field one often encounters better goods 
offered at slightly higher prices and superficially better-finished and 
attractively packed goods offered at excessively high prices. In the 
latter case the goods in question are usually of established brands 
enjoying a monopoly of favour in public opinion; where this is the case 
‘competition obviously is not functioning properly. 


. One fact which particularly impresses me in this connection is that 
the oligopolies which the champions of the market economy so fre- 
quently condemn—and. to some extent monopoly competition and 
price-fixing cartels as well—while preventing price competition never- 
theless encourage quality competition. This is particularly evident 
in the motor vehicle industry. The prices of private automobiles of 
similar sizes are maintained at fixed and roughly similar levels over 
periods of years by those responsible for setting prices in the principal 
vehicle manufacturing firms. The competition among them takes the 
form of the continual introduction of improvements and refinements in 


1 This classNication was developed in agreement with Werner Sombart. He 
originally distinguished only three types of competition, namely competition in the field 
of output, competition by suggestion and competition by compulsion (see Werner 
SOMBART: Der moddgne Kapitalismus, Vol. III, pp. 447 ff.). 
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design, body and finishing. There can be no doubt that the extremely 
costly process of developing new models has been financed from the 
surplus profits earned by the group of big oligopoly undertakings and 
would have been impossible but for those surplus profits. 


Here we find ourselves faced with the unexpected realisation that 
free competition involving large numbers of sellers as well as pur- 
chasers—which was unanimously accepted as the ideal form of com- 
petition by the Liberal economists of the classical school and still is 
by present-day exponents of the market-economy theory—leads to 
price competition and to the less desirable forms of competition which 
I am about to describe, but offers no incentive to competition by 
improving the quality of the goods produced. 


(2) The second type of competition is that achieved by reducing 
the quality of the goods, the weight or amount per unit of sale or (in 
the case of consumer durables) the useful life of the goods. 


These methods do not come within the scope of competition if the 
reductions in the quality of the service provided are not accompanied 
by price reductions. However, one of the defects of the market- 
economy system is that it does not preclude recourse to such methods. 
The theorists of the market economy do not admit this defect, as one 
of the basic assumptions of the theory—but an incorrect one—is that 
the consumer is always in a position accurately to assess the quality 
of all goods. However, it is self-evident that the ultimate consumer, 
at any rate, is not informed of any lowering in the standards of quality 
of goods placed on the market; nor is he informed of a reduction in 
the contents of a tube of toothpaste or a packet of washing powder. 
An element of fraud and deception has clearly crept in, although it is 
not easy to delimit it accurately. 


Where a lowering of standards without proper information of the 
customer (or under a smoke-screen of misinformation) is accompanied 
by price reductions to improve the competitive position of the firms 
concerned vis-a-vis firms maintaining the earlier standard of quality, 
one is faced with unfair competition. Where this occurs the threatened 
firms have frequently made successful appeals to the legislative 
authorities for legislation to prevent unfair competition. However, with 
the exception of the legislation governing food, the action taken safe- 
guards only the competing firms; the consumer is left unprotected. I 
could demonstrate that the protection granted to the consumer by the 
law in general and by public health regulations, in my own country at 
least, is completely inadequate; but I would be straying beyond the 
bounds of my subject. 

One of the leading authors on this subject has written: “There can 
be no doubt that an accurate knowledge of the quality of the raw 
materials he is processing is of considerable importance to any manu- 
facturer of consumer goods using large quantities of gaw materials, 
from the standpoint of economic efficiency in general as well as from 
that of choice of production techniques. The same ig true of large- 
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scale trading firms such as department stores and shippers. Thus in 
all dealings between producers and middlemen quality grading systems 
and accurate information regarding quality are essential. But when 
the goods are offered to the consumer, none of this information is 
given; he is instead offered brand names and information on quality 
standards drawn up by advertising depariments in accordance with 
marketing requirements” which often includes “misleading data 
regarding quality”. 2 | 

Thus competition does not give rise to the optimum satisfaction of 
the consumer’s needs at the lowest possible price; and the oft-repeated 
assertion that “in the existing system the customer is the king” borders 
on the cynical. 


. (3) The third type of competition is competition by suggestion. 
In brief, it consists of attempts to increase turnover by different forms 
of advertising. There is no need to describe all the different forms of 
advertising in use today; all of them are well known to us. In a large 
number of sectors of the economy advertising- has for many years 
involved much more than the mere dissemination of information con- 
cerning the existence of firms and the goods they are offering; in fact, 
it frequently creates a need where none existed before. It involves 
often substantial expenditure of no economic value whatsoever and is 
designed to increase sales of relatively dispensable goods. This method 
too offers substantial scope for unfair competition. The majority of 
the complaints of firms who suffer from competition of this kind are 
directed against misleading advertisements. The consumer has, as 
in the previous case, been left unprotected. 


Competition by suggestion leads to serious distortions of economic- 
ally rational patterns of disposal. of incomes. What is more, the 
_ importance of competition of this type increases as real incomes rise 
and as we approach the objective of the affluent society. 


The spread of the system of payment by instalments—which to a 
certain extent tends to promote usury—has a similar effect. Moreover, 
competition does not check the extremely undesirable practice of credit 
sales; on the contrary, it often makes sales by this method unavoidable. 


(4) Lastly, there is coercive or out-throat competition (prudishly 
described. as “obstructive competition” by the neo-Liberals), which 
consists of attempts-to drive competitors off the field and as far as 
possible out of the market. There is no reason for students of the 
market system to express surprise at the emergence of this type of 
competition, as one of the functions of the price-setting process in a 
system of free competition is precisely the elimination of persons and 
firms offering low value for money. 


` 
2 Günther MEHLEM: Die Stellung des Verbrauchers in der Marktwirtschaft unter 
Besonderer Berücksichtigung seine Verhdlinisses zur Warenqualität, Hamburg, 1960, 
pp. 185-186, N 
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Many years ago Marx observed this tendency to concentrate pro- 
duction in the hands of dwindling numbers of large undertakings which 
is characteristic of systems of free competition and came to the lapidary 
conclusion that “a capitalist is a great destroyer”. One cannot logically 
defend the free-market-economy and at the same time attack concentra- 
tion, which is its logical conclusion, even though this concentration may 
have been achieved by abuse of economic power or as a result of a 
mistaken economic policy. 


Abuses of economic power occur when unfair methods of com- 
petition are resorted to, such as underselling a small producer by 
selling at a loss in his local market or cutting off a competitor’s 
supplies by buying up his suppliers. Another method of keeping 
competitors out of particular markets is the conclusion of exclusive 
agency agreements. The importance of cut-threat competition of these 
kinds in the development of some of the biggest trusts and concerns 
in the United States is well known. 


The tendency to resort to unfair competitive practices and to “bam- 
boozle” the consumer will inevitably remain strong for so long as both 
producers and sellers, in accordance with the market-economy theory, 
are exclusively concerned with earning maximum profits; where this 
is the case, even fines for breaches of the laws regulating trading 
activities or of public health regulations can be reduced to a factor 
to be allowed for in cost calculations. Even so ardent a champion of 
a free, competitive economy as Röpke recognises that competition is 
“a sociological ethic not without dangers”, that it “undermines morals” 
and that it is subject to “moral reservations’ of an extra-economic 
character. These reservations might be described as “economic ethics”. 
In the same vein Alexander Riistow has written of the “grim, barbaric 
brutality characteristic of competition in the nineteenth century”. It 
should also be remembered that Rtistow, who is one of the principal 
exponents of neo-liberal theories in Germany, has come to the conclu- 
sion that “a strict governmental market policy to regulate every sector 
of the economy governed by free market forces and the laws of the 
market” is necessary. 


Our examination of the value of the different forms of competition 
thus leads us to the following conclusions: 


(a) Free competition in production for known customers, and parti- 
cularly in handicrafts and trade, guarantees both price and quality 
competition. 


(6) Free competition in the production of goods for unknown cus- 
tomers makes for price competition but does not offer an incentive 
to quality competition. There are also considerable temptations to 
resort to unfair competition of various kinds and to mislead the 
consumer, 

(c) Price maintenance agreements and oligopolies pre#ent price com- 
petition in its desirable as well as its undesirable forms but create 
an incentive to quality competition. Even here, however, a lowering 
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of quality standards is not precluded; for instance, a firm with a 
well-established brand name may decide to lower the quality of 
the goods sold under that name; and, when markets are becoming 
saturated, it frequently occurs that the useful life of consumer 
durables is deliberately shortened in order to bring the consumers 
-back to the market sooner than would otherwise have been the 
case. 


Let us now turn to the limitations of competition. These we can 
situate by reference to the point where the existence of large numbers 
of independent undertakings and freedom of price-setting together fail 
to fulfil the functions expected of them under the Liberal and modern 
market-economy theories. 


These functions, are to some extent fulfilled automatically in the 
course of the process of fixing prices and payment of those prices. 
They include— 


(1) The striking of a balance between supply and demand and 
thereby the establishment of patterns of distribution of goods. 


(2) The exclusion from the market of suppliers charging too much 
and of customers unwilling to pay enough. 


(3) Securing the optimum distribution of profits among the different 
factors of production. 


(4) In addition, prices also give rise to reactions towards the 
different elements which determine them on the part of buyers and 
sellers; but these reactions only occur with a certain time-lag. In 
conditions of free competition the result of this tendency is a continual 
adjustment of supply to solvent demand. For instance, a rise in prices 
and profits will lead to an increase in the production of the goods in 
question to a level at which both will return to normal; conversely, 
where prices and profits fall below given levels, the amount of the 
goods produced and offered for sale will be cut back until prices and 
profits return to their normal levels. Prices are fixed in terms of pro- 
duction costs plus a reasonable financial return for the entrepreneur. 


There are a number of markets in which the price mechanism does 
not function in the same way as it does in markets for goods produced 
under conditions of free competition and production of which can be 
increased as required. 


L In a free, unorganised employment market, when there is a 
general lowering of wage levels, the amount of labour offered is not, 
as one might expect, reduced but actually increased. If the earnings 
of the normal breadwinner are insufficient to sustain a family, his 
children will have to interrupt their schooling and find jobs. In such 
circumstances women also appear in the employment market in large 
numbers. 
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Conversely, where wages are rising, the supply of labour decreases 
instead of increasing and women tend to leave employment as the 
money they can earn is no longer needed. 


Thus we have either a surplus or a shortage of labour, and it is 
impossible to arrive at an optimum price which meets the requirements 
of the Liberal theory. 


When the employment market is organised the undesirable social 
consequences which follow when the supply of labour exceeds the 
demand for it in an unorganised market cannot occur; a different set 
of problems arises which are outside the scope of this report. 


2. In markets for agricultural produce shortages or surpluses 
frequently occur, particularly where there is only one harvest per year. 
The machinery of competition by itself is not sufficient to regulate the 
total area under cultivation and adapt that area to future demand. 
My colleague has already drawn attention to the need to regulate 
markets for agricultural produce. 


3. The use of market and trading methods in the purchase and 
sale of land does not secure an adequate supply of building land for 
housing construction where the population of the country or a city is 
increasing rapidly. A rise in the price of land does not bring additional 
building land on to the market except where farmers are able to sell 
all their land and live on the proceeds for the rest of their lives—-which 
has the socially undesirable consequence of reducing productive indi- 
viduals to the status of idle rentiers. 


It frequently occurs that capital and assets are invested in land the 
unit value of which for taxation purposes is excessively low. When 
this occurs the land in question will not be offered for sale while the 
price of land is increasing faster than capital earning a normal rate 
of return at compound interest. Thus there will not be enough building 
land available, with the undesirable result that only the rich will be 
able to purchase houses. In Western Germany, owing to continual 
increases in house-building prices, the consequences of the absence of 
any control over the real-estate market have been particularly serious. 


4. In the heyday of Liberalism private housing construction for 
profit gave rise to serious abuses. Today housing construction is 
regulated by law in practically all the main industrialised countries. 
Sometimes the State subsidises housing construction by means of low- 
interest loans to builders or tenants or even by means of rent subsidies. 
Alternatively—and sometimes concurrently—low-interest or interest- 
free loans are granted to public utility housing co-operatives or to 
persons building their own homes. In England a substantial quantity 
of housing has been built by local authorities. In most countries, too, 
rents are at present controlled, as there is a shortage of housing and 
the absence of control would allow rents to rise to excessively high 
levels. As past experience in this field seems to neve DEEN forgotten, 
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we are attempting to collect testimony of the truth of this statement in 
my own country. i 


5, In an examination of the real-estate and housing markets one 
should not forget the estate agents, who frequently take advantage of 
the position of people who urgently need places to live to charge 
unprecedentedly high commissions. 3 


The Hamburg Federation of Landowners conducted an inquiry on 
the commissions and fees customarily charged by house agents in that 
town under section 565 of the Federal Act. The amounts payable to 
an agent for his services are 5 per cent. of the yearly rent and 3 per 
cent. of the building costs subsidy relating to the dwelling secured, key 
money, advance rent and other charges. 


The entire breed of house agents could be dispensed with if the 
local authorities would publish an official “Housing Advertiser”, 
financed by charges for advertisements and revenue from sales, as they 
sometimes used to do, particularly in Switzerland. Every advertise- 
ment would give the location, size and condition of the dwelling offered 
and the rent required. The paper could be published weekly and would 
give a complete picture of the market situation. 


6. Employment agencies were placed under strict state control in 
Germany as early as 1879 on account of the abuses which had become 
frequent in the profession; after the establishment of the state employ- 
ment service in 1931 private employment agencies became illegal. 


In the matrimonial agency business, however, abuses are and 
always have been rife. A recent lawsuit in Germany revealed the 
existence of unbelievable forms of dupery and fraud by means of which 
dishonest marriage brokers earned substantial sums by charging high 
fees and giving little or nothing in return. Matrimonial agencies should 
not be a business any more than employment agencies are; this should 
be a field reserved for institutions of recognised social utility. 


Further evidence that the principles of freedom of competition and 
independence of profit-earning undertakings do not form a sufficient 


3 An investigation carried out by the Federation of Landowners in Hamburg 
revealed that house agents in that town were receiving a commission of 5 per cent. 
of one year’s rent from the lessor and a like commission from the tenant. However, 
according to the information available, under present conditions it is customary for the 
tenant to be required to pay the lessor’s commission as well as his own. This is a 
striking example of exploitation of a weak market position. In addition to 10 per cent. 
of one year’s rent, the tenant has to pay 3 per cent. of the often extremely substantial 
construction cost subsidies for himself and a further 3 per cent. on behaif of the lessor, 
a 20 DM “contract fee” (sic) and a 5 per cent. surcharge for “expenses”, I have in 
my possession all the details of one transaction, relating to a two-room flat with 37 
Square metres of living space, a shower and a kitchen which was not a separate room; 
the monthly rent was 275 DM. The tenant had to pay 4,500 DM of rent in advance 
and a total of GN DM in commissions. The agent was of the opinion that he could 
have charged 800 DM. I know of cases in Munich in which the agent's fees amounted 
to the equivalent of three months’ rent. There are some agents in Hamburg who 
recognise that requiring the tenant to pay all these “charges” is tantamount to 
exploitation of their Mistress. 
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basis for the conduct of economic activity in general is to be found in 
the existence of machinery to supervise the banks, state supervision of 
savings banks and building society banks, the industrial supervisory 
authorities and councils, the factory inspectorate, the legislation and 
enforcement regulations concerning the protection of workers, the 
public’ health enforcement machinery and all the other regulations 
adopted by modern welfare States in the public interest and to protect 
the weak and the threatened, frequently in the teeth of fierce opposition 
from powerful interests and from champions of Liberal doctrines. 


Liberal teachings and the “modern” theory of the market are both 
based on the erroneous assumption that, where competition among both 
buyers and sellers is free, both are in an equally strong position and 
both have equal knowledge of the market. We repeatedly find that 
the marginal consumer on the demand side and unorganised wage 
labour on the other are in a relatively weak position. 


Frequently the weakness of the marginal consumer or purchaser 
arises from the fact that they enter the market relatively rarely. The 
marginal consumer may only make one or two purchases in his lifetime; 
but even if he goes into the market more often than this, he will find 
himself every time forced to sign a printed contract of sale on the 
back of which appear the conditions of sale of the supplier (or a 
federation of suppliers), which are to apply in all cases of dispute. 
Armies of lawyers are employed on the task of drafting these conditions 
of sale in such a way that the purchaser in subscribing to them relin- 
quishes as many as possible of the rights guaranteed to him under 
civil and commercial law and other relevant legislation. 


If I want a mortgage the bank gives me a printed form of applica- 
tion for a loan to fill out as though I were making a petition to a 
high judicial authority rather than entering into a business transaction. 
The conditions of loan refer to me in almost insulting terms as if I 
were a potential embezzler. The bank expects me to provide every 
imaginable kind of paper, document, reference and certificate; on the 
other hand, although all it has to do is to issue an order for payment, 
it charges me a substantial “handling” charge and even deducts this 
charge from the amount of the loan granted. 


In short, the unilateral fixing of conditions of business contracts is 
an exploitation of the inevitably weak position of the consumer in 
markets of this type and is a veritable imposition forced on him. The 
theorists of the market economy imagine that market conditions are 
continually varying between the two extremes of a buyer’s and a 
seller’s market, according to which side is in the stronger position. But 
things do not work out this way. This theory is based on trade between 
businessmen under assumed conditions of free competition and equal 
knowledge of the market on both sides; but it certainly does not apply 
to markets where the purchaser is the ultimate consumér. 


Our findings so far show conclusively that, in a number of sectors 
of the economy, if free undertakings governed by theeprofit motive are 
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left to their own devices in only relatively effective conditions of 
competition the result will be unsatisfactory and even harmful. 


In these sectors reforms of the entire system are urgently needed; 
Professor Lambert has already drawn attention to a number of general 
points of considerable importance in this connection. 


In the sectors to which I have made specific reference the following 
measures are necessary: 


1. Consumer protection. The use of merchandise marks indicating 
quality standards and the provision of information on quality should 
be made compulsory in respect of all industrial products, agricultural 
produce and imported goods and raw materials at all stages down to 
that of sale to the ultimate consumer inclusive. Classifications should 
be effected by independent committees comprising representatives of 
producers, sellers, federations of consumers and consumer co- 
operatives and should have civil servants as chairmen. 


As in the past, consumer co-operatives still have the important task 
of making simple goods of adequate quality available to consumers at 
cost price. Many years ago Beatrice Webb expressed the opinion that 
consumer co-operatives would benefit if they had to operate in com- 
petitive markets, which is being fulfilled to an increasing extent as 
competition from subsidiaries of large firms and from the chain stores 
in the food and provision sector becomes fiercer. 


In the food and consumer goods sectors the consumer co-operatives 
should offer high-quality goods alongside their standard-quality goods 
to an increasing extent as real incomes rise; as far as possible they 
should manufacture the higher-quality goods themselves. At the same 
time they should venture into the field of consumer durables such as 
textiles, domestic labour-saving machinery and furniture. 


There is an urgent need to tighten up considerably the protective 
legislation concerning foodstuffs and the inspection machinery should 
be expanded sufficiently to enable adequate and effective inspection. 


The legislation relating to what would in the Soviet Union be called 
“economic crimes” also needs tightening up. Trading in foodstuffs 
and the manufacture of food (including such items as tea, coffee and 
chocolate) and pharmaceuticals should be under licence, which should 
be withdrawn if a serious breach of the regulations is committed—and 
in respect of the first offence instead of merely in cases of repetition 
thereof. These provisions should also apply to individual employees 
in the same branches; any employee who commits an offence punishable 
under this legislation should be debarred from future employment in 
that branch. 


2. Unilaterally established conditions of business contracts should 
be considered null and void in civil law. The terms of such contracts 
should always be drawn up together with consumers’ unions and should 
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be subject to the approval of the authorities responsible for the super- 
vision of cartels. 


3. There should be a radical reform of the legislation governing 
land and housing. 


To secure adequate supplies of building land the city authorities 
should be empowered, subject to the approval of the town and country 
planning authorities, to expropriate land adjoining their territory and 
to assign it on a hereditary-lease basis to persons wishing to build 
homes for themselves and their families and to housing co-operatives 
or public-utility housing undertakings of other types for the construc- 
tion of housing for rent. Naturally, the urban and rural councils should 
also have the power to construct housing for rental themselves. Muni- 
cipal credit facilities, tax rebates and subsidies should be granted 
exclusively to social housing which comes within these definitions— 
which, in fact, cover all genuine forms of social housing. 


Farmland should be expropriated at purchase value plus a com- 
pensatory element. The expropriated farmers should be given pre- 
ferential treatment in the allocation of new farms or of farms the 
leases on which have expired. 


4. From the critical analysis which preceded these conclusions it 
is clear that middlemen, agents and brokers should not be allowed to 
exercise the profession of house agent or to operate matrimonial 
agencies. 


State price control or price fixing will remain necessary in sectors 
in which supply continually or over a long period consistently falls 
short of demand and in which the supply is subject to sudden and 
considerable variation, as is the case with staple agricultural products. 


In this connection, Professor Lambert made an extremely important 
point, namely that competition can subsist even in a system of fixed 
prices and that in such circumstances it becomes genuine quality com- 
petition. However, if prices are set too low there is a danger that 
production may be reduced or that an undesirable lowering of quality 
standards will take place. 


Lastly, it should not be forgotten that in many sectors free compe- 
tition is completely impossible. In these sectors publicly owned under- 
takings should intervene and offer goods and services in accordance 
with a policy which gives paramount importance to the satisfactory 
coverage of needs. I have particularly in mind here the railways and 
the gas, water and electricity supply sectors. These undertakings have 
monopolies in the areas they cater for. Admittedly, the railways are 
having to cope with increasing competition from inland water transport 
and road transport services; even so, it is essential that they continue 
as publicly owned undertakings with the specific public-economy 
functions assigned to them. e 
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DISCUSSION OF THE REPORT OF MR, LAMBERT 


Statement by Mr. Heinz KIENZL (Austria) 


The Austrian trade union movement, with all due respect to the 
merits of our public and co-operative undertakings in keeping prices 
low, considers it necessary to work for a public price control and 
supervision. The leading figures in public undertakings have the task 
of increasing and strengthening their undertakings and of trying to 
raise the necessary capital for this through profit-making activities. 
This puts them in a difficult position with divided loyalties. They are 
further not able, in view of the incredible range of products in a moderi: 
economy, to be present wherever consumers’ interests are at stake— 
that is, where threats of monopoly must be combated. As the Swedish 
consumer co-operatives have shown, they can only do so in extreme 
cases, 


The implementation of a price control must be adapted to the 
economic and social conditions of a particular country. In Austria 
we have created a special body, the Sub-Committee on Prices of the 
Tripartite Commission. We know that our system is not perfect and, 
above all, needs a strong legal basis—although it is not advisable, 
either, to institute a too rigid system of price maintenance which then 
leads to economically wrong and unbalanced prices that restrict growth. 


A proper price policy should naturally be closely linked with a 
system of economic programming and afford an insight into the position 
of the individual firms with regard to their production. This would 
involve considerable administrative apparatus if one were only working 
in a sporadic fashion, and relying otherwise on the firms’ statements. 
A proper price policy must take scientific prognoses into account and, 
of course, ensure that in the expanding. industries profits can be 
achieved and capital formed. May I also draw attention to the relevant 
statements in the special number of Austrian Public and Co-operative 
Economy. 


Statement by Mr. Ved Prakash DUGGAL (Great Britain) 1 


Professor Paul Lambert referred to competition and growth. I 
would like to elaborate on this point. It is now well known that under 
competition rate of development is slow. It is due to the fact that 


1 Mr. Duggal, who is of Indian nationality, was the delegate of the University of 
Glasgow. bw 
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individual enterprises expand their activities or go into new lines only 
when demand is forthcoming. In underdeveloped countries aggregate 
demand does not increase at the rate at which economic development is 
intended. Naturally in such a case a collective effort to expand the 
productive capacity of the economy is needed. Governments, which 
more or less represent the collective aspirations of the people, can do 
this by augmenting the existing rate of investment. About this there 
is no doubt. Similarly, there is not much controversy about the 
necessity of planning of investments. Even Chancellor Erhard would 
agree to it as planned investments could be more productive than the 
unplanned ones. 


A controversy, however, still persists and that is about the role of 
the public enterprises in rapid rate ot development. About making of 
savings by public authorities, an agreement is evolving, as individuals 
by themselves discount the future heavily. However, how these savings 
should be made and invested is still an unresolved question. Whether 
savings should be made by monetary and fiscal means, such as 
borrowing, deficit financing and taxation, alone, or also through the 
protits of public enterprises. For that matter whether public savings 
should be used for financing of private enterprises or starting of 
public enterprises. In India, for example, there is not so much rigidity 
about it. There, so far, there is not much sanctity attached to the 
private sector. Neither is increasing the area of the public sector 
considered as sacrosanct. The investments in the public sector, such 
as in iron and steel, heavy electricals, etc., have been made because the 
load on the balance of payments was becoming too heavy and besides 
iron ore and coal is available in abundance in the country. This in 
turn has increased the aggregate demand in the economy and has 
provided a fillip to the competition in the private sector. A great many 
demands for long-term funds which have been induced in the private 
sector are being met by government financial institutions, as private 
banks in India do not dare to cross the limit of short-term financing. 
Moreover, public enterprises in their turn are expected to make profits 
for their share of contribution to aggregate investment. In this way 
both competition and growth are being augmented by public enter- 
prises. 


Statement by Mr. Michel TOROMANOFF (France) 


I shall only make a few brief remarks, seeing that it is late and 
that time passes. I shall add some observations to what Professor 
Lambert has said: 


1. Classic economic theory implies that the reactions of economic 
agents, consumers or producers, are instantaneous, which is false, for 
these reactions take place in time: There is a considerable time lapse 
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between demand and supply in our present-day industrial structures, 
particularly in the case of large capitalist enterprises. This makes 
conclusions based on the “law of supply and demand” null and void, 
except as a provisional and approximate statement of tendencies. 


2. If capitalist enterprises with a growing volume of output were 
to sell their products at marginal cost, in accordance with classic 
economic theory, they would certainly go bankrupt, through their 
inability to recover their investments, unless a lacky devaluation 
enabled them to write off a large portion of their existing capital 
burden. 


If, therefore, these same enterprises want to earn profits, they are 
compelled to sell at the average cost of development at long term, 
which entails either agreements or integrations more or less close, or a 
code of business ethics, between the leaders of enterprises, not to sell 
under the average cost. 


3. To tell the truth to the consumer is very desirable, but the 
truth is never really attained. The road which leads to it is a 
meandering one, since one does not know, at any given time, all the 
parameters on which it is based. 


Statement by Mr. Jacques PIETTE (France) 


My reason for joining in these debates and claiming your attention 
for a few minutes is the fact that competition is truly at the heart of 
our preoccupations. Not only has the Congress chosen it as the theme 
for a report, but also its existence or its absence raises difficulties 
which are hard to overcome, as much in a liberal economy of the 
American kind as in an entirely collectivised economy of the Soviet 
type. 


Last year I was in the Soviet Union, where | spent several days at 
Gosplan with the administrators of the statutory legislation, notably 
in the field of distribution. To these administrators I put the question 
of how they dealt with the problem presented by the existence of sur- 
plus stocks. The problem of surplus stocks arises in a market economy 
which does not manage to dispose of all its production of a given 
period. In the Soviet Union, even during a surplus sale campaign, 
and despite all governmental efforts, there are no buyers. These are, 
indeed, influenced by the substitute product which is advertised for the 
coming weeks or months. From the point of view of the home market, 
this causes for the producers a global loss, which must be ascribed 
to the system. 


Let tts now consider the American free market, and more especially 
the automobile industry, which has been discussed on two occasions 
this morning. One of the largest American automobile firms annually 


178 SEVENTH CONGRESS ON PUBLIC AND CO-OPERATIVE ECONOMY 


devotes $100 million to publicity. To challenge the competition of 
the manufacturers of less powerful foreign cars, this firm contemplated 
the construction of smaller cars. The cost of the necessary equipment 
and machinery was estimated at $96 million. The project was aban- 
doned, as the new equipment would have prevented the financing of the 
publicity budget, which would have benefited the competing enterprises. 


On the Soviet side it is therefore the absence of publicity which 
causes a loss to the entirety of the producers, whereas in a liberal 
system, it is the excess of publicity which results in a loss for the 
consumers as a whole. 


A first problem, then, occurs in terms of competition, and Professor 
Lambert has, in fact, raised it. I am in complete agreement with him, 
except perhaps, about the institutional methods which he proposes for 
its solution. I believe that in the economic field, one should not only 
consider the factors of production and of exchange, but also the 
factors of motivation. Publicity is probably the most important of 
these, since it conditions the choice of the consumer, and consequently 
the choice of the producers. 


Many other examples could be quoted. However, I shall confine 
myself to only one, that of detergents. In Western Europe we reckon 
with only two producers, but the trade marks under which these goods 
are distributed vary frequently and are essentially a function of the 
current publicity. It seems necessary to me that, if collective economy 
wishes to extend its field of action, it should define the institutional 
forms it means to advocate, not only to regularise the market—which the 
State achieves in some measure through its intervention—but chiefly so 
that what used to be assimilated with the idea of the just price, and 
supported as such by the Church, should continue to be so, in our 
modern economy, with the support of another church, that of the 
moralists of public economy. 


I should like to make a second observation concerning the policy of 
restriction applied to inventions and patents. This I consider to be 
the most serious attack upon the equilibrium of the market. In the 
various functions I have assumed within the French State, | have been 
able to ascertain that the sums spent by French contractors—and I 
imagine this to be the same in other countries—to prevent the working 
of registered patents are greater than to the total investment costs 
which the development of these patents would entail, Most of the 
efforts in the field of technical research result in taking out a patent at 
. the National Office of Industrial Property. In this manner monopoly 
of exploitation of a given patent is preserved. 


Besides acting on publicity, we must put public opinion on its 
guard, if we do not want public economy to merit the remark, applied 
by Flaubert to political economy in his Dictionary of Ideas Received, 
“A science without bowels”. e 
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Statement by Mr. Arthur LERMER (Canada) 


If we have any doubts as to whether the range of competition in the 
market is growing or declining, I am sure that you will agree with me, 
the competition with the watch is most real with us. And it is not 
easy to participate in this type of discussion under the duress of time. 
However, I think that perhaps just a few words may help at least to 
clarify some of the problems that were raised in the excellent reports 
presented today. Both gentlemen concentrated on the numerous devia- 
tions from competition. I was particularly happy with the departure 
in Professor Lambert’s presentation. For I have just returned from 
Yugoslavia where I had the chance to study the degree of competition 
in relation to economic planning. A new myth seems to be rising in 
Yugoslavia, namely the panacea of competition. | am quite sure many 
of us who sit here in this hall had to fight against the myth of laissez- 
faire which is so deeply engrained and rooted in the souls and minds of 
Western people. We have now turned I think to another very 
important period in the development of our understanding of the 
behaviour of a complex dynamic economy. The importance of com- 
petition is to be stressed, but in order to do that, we have to distinguish 
between the type of markets. Professor Ritschl went very deeply into 
some of these aspects. My feeling, as I listened, was that both 
Professor Lambert and Professor Ritschl have been fighting primarily 
the issues which have been with us and still are, that is the “over- 
emphasis” on competition. However it seems to me that in this 
important turning point, through which we are now moving, there are 
a number of indications pointing towards an increase and widening of 
competition, not within the concept and framework of laissez-faire, 
but within the concept of a concerted, or if you wish, freely planned 
market economy. There are two points which I would like to stress: It is 
the enormous significance of the international trade. When I asked, in 
one of the Yugoslav enterprises last week, the leadership as to how 
they reconcile the concept of competition with their, that is to say, of 
the enterprise which was interviewed, complete and pure monopoly, the 
answer was: “It is true we have monopoly here, but we have com- 
petition from abroad and this hopefully is rising, and as it is 
widening with the formation of the common markets and other types 
of unification of markets, chances are that the opportunities and 
possibilities for a widening of competition may indeed be much more 
hopeful.” 


The second point I would like to raise is the problem of oligopoly. 
Both reporters referred to it frequently. It seems that the bogey of 
oligopoly, which Professor Chamberlin has so vividly stressed in the 
past, has to be really and very deeply reviewed because oligopoly 
seems to be in certain markets beyond challenge. I am under the very 
deep impression of my observations in Holland where I stayed for a 
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number of months. The whole industrial revolution there (they have 
gone through a considerable industrial revolution after the last war) 
has indeed stressed and accentuated the rise of oligopoly. This is the 
form of the future: but is oligopoly as detrimental? It seems to me 
that if there is no proper economic planning in a given economy it may 
indeed be so, that is to say the answer could not only be in the 
affirmative. I am deeply convinced and if I had the time I would have 
developed this idea as I did in Belgrade the other day at the seminar, 
namely that economic planning, i.e. that intervention, may not reduce 
competition but on the contrary intervention can intensify the func- 
tioning of competition. Economic planning is to provide the frame- 
work within which competition can find new opportunities lost in the 
“spontaneous” market. Public enterprises have a very important role 
to play and when I refer to public enterprise I don’t think merely in 
terms of profit distribution as Professor Lambert referred to, because 
very often they have a loss distribution to make. It is an extremely 
important area because in certain countries like, for instance, in my 
own French Canadian part of Canada, in Quebec, and lately in Canada 
as a whole, the Government has supported and is in the process of 
building investment companies based on a partnership between public- 
private enterprise. For certain reasons, there are the problems of com- 
petition, the problems of range, of scope, of the principles of conduct 
of public enterprises which will of course assume ever-growing im- 
portance in our economy. 


Statement by Mr. Themistocles MARINOS (Greece) 


I do not intend to speak of my country’s experiences but, after 
thanking Professor Lambert for his excellent paper, I would like to 
point out that the comparative advantages and disadvantages of com- 
petition are different as between services on the one hand and actual 
commodities on the other, and then they also differ between various 
' commodities. Then a distinction must be made between the degrees 
-of development of the various countries; they are different even if the 
countries have the same type of economy. I would request Professor 
Lambert to clarify this point and to say a few words on this. 
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PROFESSOR LAMBERT’S REPLY 


I shall have no difficulty in keeping my reply to all of you brief 
because nobody has said anything with which I disagree. 


I should like to thank all those who have taken part in the dis- 
cussion and in particular my colleague Mr. Ritschl. 


The only specific question addressed to me was put right at the 
end of the debate. It is true that the degree of real competition is 
not necessarily identical with the degree of desirable competition for 
all goods and services. I myself, during my statement, drew attention 
to the special situation of the newly developing countries precisely 
because their economies are characterised by shortages in all sectors 
and that as a consequence they are forced to concentrate on maximising 
production of a small number of essential goods; and, as I stated 
earlier, I am convinced that in these countries competition will for many 
years have a less important role than in the already developed 
countries and these countries will achieve the most rapid growth rate 
by making use of collective forms of enterprise and organisation. 


Once again, may I thank all those who have offered us the fruit of 


their experience and their reflections here and thereby broadened our 
knowledge. 


V. PRESENTATION AND DISCUSSION 
OF THE REPORT OF MR. ERONN 


CO-OPERATIVE ENTERPRISE IN A FREE SOCIETY: 
PRACTICAL EXPERIENCES OF SWEDISH CO-OPERATION 


REPORT SUBMITTED BY MR. LARS ERONN, 


Director at Kooperativa Férbundet 


Everyone in this audience is probably aware of the fact that co- 
operative enterprises have very important tasks to fulfil in almost every 
kind of society known to us. But if it is a question of indicating more 
exactly, within the framework of a lecture, which tasks Co-operation 
has before it and kow the co-operative enterprises can accomplish these 
tasks, then it becomes necessary to restrict the presentation to one 
kind of Co-operation and one type of society. Since it was decided 
to illustrate the discussions on co-operative enterprises with examples 
from Sweden and to turn to K.F. for an introduction, it is natural that 
. the things to be said here only touch on Consumer Co-operation. 
And since it should be today’s and tomorrow’s problems—not yester- 
day’s—which are most urgent, we shall treat the consumer co-operative | 
enterprise in a society such as the present Swedish one, i.e. a western 
democracy where mass poverty was banished long ago. 


In this respect, the essential features which characterise such a 
society have been indicated by the I.C.A.’s President, Dr. Mauritz : 
Bonow, in a report to the I.C.A. Congress in Lausanne in 1960: | 


“Typical of these countries, which may be more or less industrial- 
ised, is a mixed economy in which the state and local municipal author- : 
ities are responsible for a large or small sector of the economic 
activities, while the remaining activities are in the hands of co-operative 
and private enterprises. In regions not represented by collective con- 
sumption administered by state and local authorities, and regions where 
State activities do not, for fiscal or other reasons, have a monopoly, 
there is in principle competition on equal conditions between state, co- 
operative and private enterprise.” 


Swedish experiences of the consumer-co-operative enterprise’s role 
in such a society will De presented in connection with some remarks 
about Consume p-operation’ s aims and means. However, it will only 
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-~ be common sense and not business-economic theory, for we in Sweden 
have no such theory for Co-operation, in any case none which has 
exerted ‘any influence in practice. 


Aims of the Consumer-Co-operative Enterprise. 


There has been so much talk in Sweden (presumably in other parts 
of the western world as well) about the efficiency of enterprises, even 
co-operative enterprises, that one gets the impression that efficiency is 
the aim of an enterprise. This is, of course, nonsense! In the main, 
efficiency can mean nothing more for an enterprise than achieving the 
aims, established in advance, with the smallest possible injection of 
means of production. Thus, efficiency is not an aim, but has to do 
with the utilisation of means. In order to be able to determine the 
degree of efficiency, the aim must be as clearly stated as possible. 


For most private capitalistic enterprises, the aim is—even though 
it is nowadays often hidden behind other phrases—to maximise profits 
on a long-term basis. Thus, the extent to which an enterprise has been 
effective or not can rather ‘easily be determined by the person versed in 
accounting by examining the profits in relation to invested capital. 


The measurement of efficiency of consumer-co-operative enterprises 
is not as easy, for the aim here is. not to maximise profits but to reduce 
profits in order to be of the greatest possible service to the owner- 
consumers. But the latter must be able to judge if their enterprise has 
been managed in the right way. Thus, the co-operative enterprise’s 
goal must be stated in a sufficiently clear manner. Swedish Co- 
operation has not had a goal which has been so clear that it has been 
possible to determine subsequently how efficient the movement has 
been, But its activities during the past three to four decades have, 


‘none the less, been characterised by a purposefuiness of another sort 


than -the original pioneers’ and this has contributed to the fact that it 
has also achieved a different kind of efficiency (one cannot, of course, 
speak of a “higher degree” of efficiency, as the concept efficiency can 
. only be defined in relation to some goal) than in a number of: other 
co-operative movements. 


Let me immediately explain that the atorementioned does, not imply 
any disdain for the pioneers, the Rochdale weavers, their work and 
“ vision. Their vision, which we can call a goal, was to create a better 
society, a happier mankind. Our Swedish co-operative ‘pioneers also 
had such a vision. Thus, one can read in the 1905 annual report of 
K.F.’s board: “Let us clearly and distinctly understand that the move- 
ment in which we work is not any ordinary tradesmen-movement but 
‘an economic system … whose primary purpose must. be a happy 
mankind.” 


A vision such as this was not only a natural expression of the 
-pioneers goodwill but also came to fill a function: It stimulated 
thousands to join the Co-operative Movement, to becöme members and 


I 
5 


MR. ERONN’S REPORT | 185 





customers and to contribute with their own savings to creating Co- 
operation’s basic capital. That is the way it went in other countries 
and the way it went in Sweden. 


But that was then, more than half a century ago! The society, the 
conditions of mankind, have been altered since that time, and so has 
the concept of the aims of Consumer Co-operation. There are not 
many people nowadays (and none in policy-making positions) who 
formulate these aims as the duty to create a happier mankind. Such 
an expression of purpose is much too vague to fire the imagination of 
today’s rather prosaic Swedes and would not be a guide to practical 
action. It would not be of much use and could possibly do some harm, 
for the only practical consequence of such a goal is that one tries to 
convince oneself and others that Co-operation is good in itself and that 
Co-operation can do almost everything. 


Such an unrefined concept of Co-operation’s tasks has been a 
guiding force for a few Swedish consumer societies and perhaps even 
for co-operative central organisations in some other countries right up 
to the present day. This can have an ideological basis: It is a question 
of expanding the socialistic sector and reducing the capitalistic sector. 
But the idea has often led to the result that co-operative manpower 
and capital resources have been divided so that co-operative enterprises 
have not been able to assert themselves in competition with others 
about providing goods and services at the lowest possible prices. The 
retail consumer societies which have tried to supply, for example, shoes, 
even though they had neither staff nor premises suitable for shoe- 
selling, have encountered economic difficulties perceptible even in food 
trading. A similar situation arises if co-operative wholesale societies 
are guided by the idea that they themselves shall produce as much as 
possible, merely to expand the co-operative sector of industrial Ee ; 
duction. 


In the Swedish Co-operative Union and Wholesale Society (Ko- 
operativa Förbundet—K.F.) we feel we understand that the dream of 
an all-co-operative society can stand in the way for a rational planning 
of the use of resources in the more immediate future. And perhaps it 
has been the shaping of another, more everyday kind of goal which is 
the main reason why Swedish Consumer Co-operation has made a 
number of contributions which are known even abroad, and a reason 
why Swedish Consumer Co-operation has a relatively large and still 
growing share of the market, although much less than in Finland, not 
to mention Iceland. 


The goal which has been a guide for Swedish Co-operation during 
the past 30 to 40 years is quite simply to be of the greatest possible 
benefit to the consumers now, in an otherwise mainly private capitalistic 
society. Since the co-operative enterprises are a minority in this 
society (consumer co-operation in Sweden now has about 17% of all 
retail trade and 3% of industrial production), they can be of greatest 
. benefit to the caÿsumer by systematically using their resources in such 
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a way that they serve as a corrective force in those areas in which 
private capitalism does not function well from the consumer’s point of 
view. 


Why Does Private Capitalism Need to Be Corrected? 


As everyone knows, Consumer Co-operation everywhere first made 
and still makes its greatest contributions in retail trade. During the 
early years of co-operative activities—from the 1880s to the beginning 
of the 1920s in Sweden—experiences were probably similar in most 
European countries. It was the consumers’ dissatisfaction with the 
private trade’s much too high prices, which were presumed to depend 
on profits which made it possible for the consumer societies to arise. 
For the leaders and initiators (often trade union people) the recently 
mentioned dream of creating a happier society often provided the 
inspiration and the guide for price policy. It was a question of, as 
had been learned from Rochdale, setting prices in such a way that 
a surplus could arise which could, to some extent, be allocated to funds 
in the societies and make possible their development into builders of 
a new way of life. But the major part of the surplus was to be paid 
as dividends to the buyers. In this way—in Sweden as in other 
countries—a transfer to the consumers of what earlier had been private, 
capitalistic profit was accomplished. 


If one, as we nowadays do in Sweden, regards the correction of 
private capitalism as a major goal for Consumer Co-operation, then 
transfer of profits from private capitalists to consumers must stand 
out as being essential. This can be done when consumer societies 
apply “ market” prices but allow their members to share the surplus 
which market prices make possible. High profit margins in trade in 
general can lead to big dividends for the members of the consumer 
societies. But the transfer of profits to members can also occur if the 
consumer societies content themselves with smaller margins which give 
smaller dividends but make lower prices possible. 


The Swedish consumer societies chose the latter line rather early— 
it is difficult to fix an exact time—which subsequently came to be 
called “active price policy”. If the combination relatively low dividend 
—relatively low prices can be called “active price policy”—the policy 
must affect market prices. When the Swedish consumer societies, in 
general, began consistently and purposefully to pursue what they them- 
selves called an active price policy, they had, thus, made an important 
choice of policy: they were to affect the general price situation in retail 
trade by keeping low prices and, thus, doing good for their own 
members as well as all consumers. In this manner, the distribution of 
profits from businessmen to consumers could take place over a wider 
range. But one had also adopted a responsibility which had not been 
heeded in the pioneers’ co-operative pronouncements: the responsibility 
not only for profit-distribution but also for the costs, or productivity 
in merchandise distribution. There was much to do in that respect in 
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Swedish retail trade during the 1920s and 1930s. Even if the original 
stimulant for co-operative activity was the desire to transfer the profits 
of trading to the consumers, one of the most important reasons for 
its advancement in the 1930s was probably its ability to reduce the 
costs of trading. 


It can scarcely be said that private-capitalistic enterprises are 
generally disinterested in or unable to hold down the costs of production 
or distribution. But as far as the private trade with which Swedish 
Co-operation had to compete is concerned, it is now obvious that it 
worked with comparatively high costs, Le low productivity for both 
labour and capital. This was primarily a result of the splintering into 
many small units which collaborated with each other only as regards 
prices and other competitive conditions. Primarily as a result of study 
trips in Germany, Swedish co-operators found that Co-operation had 
an inherent ability to achieve savings in cost through collaboration in 
large business-units. Mergers of smaller societies, mainly in the same 
city but later even in regions embracing many communities, were begun 
in the 1920s. This provided, for reasons which need not be indicated 
here, opportunities for rationalising distribution in many respects and 
gave even greater effect to the societies’ active price policy. Among 
other things, this policy stimulated competitors to rationalize their 
distributive activities as much as possible. 


It is all too obvious to need mentioning here that if the goal for 
consumer-co-operative enterprises is given to be to safeguard the 
interests of the consumers by, i.e. keeping prices down, then the first 
conclusion which can be drawn is that costs must be held down as 
well and efforts constantly made to organise merchandise distribution 
as rationally as possible. This is valid even if there is no competition 
to force one to adopt this policy. This obvious fact has been stated 
here merely to indicate one of the reasons why Swedish Co-operation 
from 1920 on—when it could, as distinguished from its competitors, 
begin to exploit the economic advantages of integration and large- 
scale operations—has won a growing share of retail trade. (Nowa- 
days, the competitive position is quite different. We shall return to 
this problem.) 


But even if the private capitalistic forms of enterprise have a high 
degree of productivity, they can, however, have other shortcomings, 
from the consumer’s point of view, which the consumer-co-operative 
enterprises have to correct. In order to understand these shortcomings, 
we need only place the original, private-capitalistic economic theory 
alongside the behaviour of producers and consumers in -reality: The 
most essential thing about this theory is, as is well known, that the 
consumer forces enterprises to look after his interests in the best 
possible manner, even if the goal of producers is to get the biggest 
possible profit from their enterprises. For many decades, Swedish co- 
operators have, been convinced that effective competition—not neces- 
sarily perfect competition according to economic theory—is the best 
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guarantee for effective protection of the consumer’s interests. It is this 

competition-ideology-—shocking for many co-operators of differing 
ideology—-which has been the guiding torce since the 1930s for Swedish 
co-operative contributions in business activities, consumer-information 
and opinion-forming as regards the State’s economic policy. But co- 
operative belief in the value of competition has been coupled with the 
realisation that private capitalism in fact does not favour competition, 
the basis for the system which shall function so as to serve the con- 
sumer. I should merely like to point out here two phenomena in the 
private-capitalistic system which do not agree with the competition- 
ideology and which have been decisive for Swedish Co-operation’s 
active policy of operations. 


The first is the tendency towards collaboration in order to restrict 
the kind of competition that is good for the consumer, i.e. price- and 
quality-competition. 

The forms for this collaboration are probably similar throughout 
the western world and, therefore, need not be described to this qualified 
audience. I shall only mention here that competition-restrictive coll- 
aboration can be both horizontal and vertical. In Sweden, as surely 
in most other countries, horizontal collaboration has been found not 
only in the form of industrial cartels but even in the form of price 
agreements among traders. Vertical agreements in Sweden have taken 
the form of exclusive agreements which exclude certain buyers, e.g. 
co-operative retail societies, which sell at too low prices. The system 
of retail price maintenance was of even greater importance earlier. 
Nowadays it is prohibited in Sweden, primarily because Consumer Co- 
Operation had called for such a prohibition so long and with so many 
felling arguments. 


_ The second phenomenon, which cannot easily be fitted into classical 
economy’s competition-pattern, in modern private capitalism is the 
tendency toward concentration of both production and distribution into 
fewer and larger enterprises. From the consumer’s point of view, there 
is not very much unfavourable to say about that development as such, 
as this concentration usually brings with it even greater productivity- 
lower costs. But even if this concentration is not accomplished by 
cartel or other agreements, it none the less means that the competition 
acquires another character. We can read about this in the more 
modern theory of monopolistic competition and oligopoly. In brief and 
in practical terms, this means that price- and quality-competition is 
replaced by advertising-competition. We shall not here criticise adver- 
tising in general. But experiences have shown—not only in Sweden 
that it is not to the benefit of consumers when advertising-competition 
replaces price-competition. 


Co-operation—a Countervailing Power. 


DH 


lf we-as in Sweden—regard it as a major co-operative task to 
correct private capitalism, then it is natural to concentrate co-operative 
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resources (which. are indeed limited) on just those areas in which 
competition does not function for the reasons mentioned above. Such 
an area has long been retail trade which, as is well known, is of 
necessity Consumer Co-operation’s largest and most important field 
of activity. Merely the fact that the consumer co-operative sector is 
so extensive in just retail trade and that the co-operative retail societies 
cannot enter into price agreements with competitors has meant that 
we have long had effective competition in trade. If the importance of 
co-operative contributions could be measured quantitatively, it would 
surely be found that maintenance of competition in trade by the retail 
societies has had the greatest significance. But in this respect, Co- 
operation in other countries has probably had about the same 
experiences, so we shall not linger on this point. 


The Swedish co-operative experiences which have received the 
greatest attention abroad and which have been held up as examples of 
how Consumer Co-operation can be what the American economist, 
Professor J. K. Gailbraith, calls a “countervailing power”, involve the 
successful fight by certain of K.F.’s industries against cartels. 


Kooperativa Förbundet is nowadays a very large industrial enter- 
prise, judged by Scandinavian standards, one of the largest in Scan- 
dinavia. However, some of the companies which are part of the K.F. 
concern have histories of origin which make it difficult to fit them into 
the pattern of ends and means which can be of interest here. But it is 
true that most of these companies were established or acquired by K.F. 
because private-capitalistic industry had not functioned in a satis- 
factory manner for the consumers or Consumer Co-operation. (Where 
private industry functions well from this point of view, there is, 
according to co-operative opinion as outlined above, no reason for 
Consumer Co-operation to produce its own merchandise.) This is most 
obvious when cartel agreements have made it possible to pursue a 
purely monopolistic price policy. A few examples of this can be 
mentioned here: 


Margarine. The margarine manufacturers, after the First World 
War, had formed a cartel with prices fixed at levels 40 to 50 Gres higher 
than those in neighbouring Denmark where no margarine monopoly 
existed. Kooperativa Férbundet decided to take up the fight. The choice 
of the margarine cartel as the first opponent in the war against mono- 
polies was made because the item was so important on the average 
Swedish dinner table. A modern, well-equipped margarine factory 
was erected in Norrköping commencing its production in November 
1921. After it had been operating only three months, the cartel 
factories lowered their prices from 2.70 kronors per kilogram to 1.90. 
The margarine cartel had been destroyed. A wild price war ensued, 
and at one point, the selling prices were below the cost of production. 
The private manufacturers tried to buy off the loyalty of the local 
societies to their, own factory by offering low wholesale prices and high 
rebates. The attempt failed miserably. In order to remain in com- 
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petition. with the co-operative factory, the private manufacturers were 

forced to carry out an extensive rationalisation of their productive 
equipment. Among other things, they established a common sales 
organisation. The result of the co-operatives’ battle was thus not 
enjoyed alone by co-operative members, but by all Swedish consumers 
of margarine. With the total price drop estimated, conservatively, at 
20 öres per kilogram, the saving realised by the Swedish consumers in 
one year would be approximately 10 million kronors. The demand for 
margarine has steadily grown which of course has increased employ- 
ment within the margarine industry. Kooperativa Förbundet’s factory 
produces nowadays approximately one-fourth of the country’s entire 
production of margarine. 


Galoshes. One of Sweden’s strongest monopoly combines was the 
galosh cartel which was formed in 1911 by the country’s four rubber 
factories. It enjoyed an import tariff restriction and used its powerful 
position to fix the highest possible prices on the home market. At the 
same time, it employed “dumping” tactics on the foreign market. As 
an example of how this cartel used its powerful position, it should be 
mentioned that during a period of approximately 15 years a share 
capital of not quite 4 million kronors brought its owners, directly or 
indirectly, profits of nearly 50 million kronors, this at the expense of 
most Swedish consumers. 


Kooperativa Férbundet’s Congress decided unanimously in 1926 to 
attempt the destruction of the galosh monopoly. In June of that year, 
an appeal was sent out to all members to subscribe to shares in a 
special bond issue which would allow the Co-operative Union to 
expand its industrial activities upon a sound economic foundation. 
The bond issue, called an industry fund, reached 7.5 million kronors 
and was fully subscribed within a relatively short time. By 30 July 
the galosh cartel decided to lower the price for a pair of men’s galoshes 
from 8.50 to 6.50 kronors. The price drop was not a satisfactory one 
from a consumer point of view. Kooperativa Férbundet stood fast by 
its decision to fight. This created such uneasiness among the share- 
holders in the factories that more than one enterprise decided to sell. 
At the close of the year 1926, K.F. purchased the majority of the share 
capital in the rubber factory Gislaved, and later, all of the stock. The 
price of galoshes continued to sink and was later stabilised at 3.75 
kronors (for men’s galoshes), less than half the price which existed 
when K.F. decided to intervene. 


It is interesting to note that the breaking of the galosh cartel’s 
price-fixing power had a particularly favourable effect on employment 
within the rubber trade. During the first two years after K.F. took 
over the Gislaved factory the number of workers and employees 
increased by 1,000 within the total Swedish rubber industry. 


"Electric light bulbs. At the end of the 1920s Swedish consumer- 
co-operation attacked a world-wide monopoly, the international light 
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bulb cartel, administered by Phoebus in Geneva. ‘As in earlier cases 
K.F. fought because prices were unreasonable. For the ordinary 
25 watt standard lamp the cartel had fixed a price of 1.35 kronors 
which according to K.F.’s computations could easily be produced and 
distributed for 85 Gres. When the Co-operative Union’s decision to 
construct a lamp factory was made public the cartel price was reduced 
to 1.25 kronors. In January 1931, just before the first Luma lamps 
went on sale, the price was again reduced to 1.10 kronors. 


_ This was followed by further price reductions; Luma’s price was 
set from the beginning at 85 öres. In this industry, as in the others 
discussed earlier, co-operation’s intervention has been followed by a 
strong upswing within the industry bringing with it raised en 
levels and higher employment. 


The indicated policy for consumer co-operative industry means in 
principle that no co-operative enterprise may be regarded as a goal in 
itself. It has happened that an industrial enterprise has not been able 
to fulfil its original function after some time. If this depends on funda- 
mental or lasting changes in demand or competitive conditions, then 
one does the owner-consumers a service by closing down or selling the 
enterprise. An especially fresh example of this can be mentioned: the 
clothing factory “Vargen” (“The Wolf”) which is to close down on 
1 May. 


In 1954 K.F. purchased this factory, one of the largest in the 
country. The reason was that most clothing manufacturers refused to 
sell to K.F. and opportunities to import such items were very limited. 
Ten years later, the situation was quite different. The closing of 
“Vargen” was, thus, justified. 

“This closing must be seen as one phase in the general structural 
changes through which our society is passing at present. A factory 
with “Vargen’s” assortment is not sufficiently competitive in today’s 
competition. By concentrating manufacturing to K.F.’s two remaining 
clothing factories, conditions for more rational operations are created. 
In addition, K.F., as a big buyer, can in certain instances exploit the 
Swedish and international markets.” 


Swedish experiences show that consumer-co-operative enterprises 
can correct private-capitalistic monopoly-policy. But they also show 
that Co-operation can correct the current theory and practice of oligo- 
polies. An extreme example can be mentioned here. 


The Swedish market for washing materials was dominated by two 
companies, one owned by the gigantic international concern, Unilever, 
the other was owned until 1948 by the large German Henkel enterprise. 
There were no competition-restrictive agreements between the two. A 
typical example of duopoly existed then until 1948: no price-com- 
petition but a gigantic advertising competition between the two com- 
panies’ main’ products, thén called Radion and Persil respectively, 
which were really the exact same products. In 1948 K.F. was able to 
buy the Henkel factory. The result was a duopoly of quite another 
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kind. Kooperativa Férbundet made a closer examination of the Henkel 
‘organisation. A simplification of the administration and a rationalisa- 
tion of the method of distribution made it possible after two months 
to reduce the price of Persil by 17 Gres per packet, approximately 
12%. In October 1949 a.further reduction in the price of Persil took 
place amounting to 15 öres per packet, in all making a reduction of 
32 Ores or 22% after the factory came into co-operative ownership. 


The duopoly functioned in the same manner when, at the initiative 
of the co-operative member, synthetic detergents were. introduced on 
the Swedish market a few years later. In both these cases, the private- 
capitalistic competitor attempted to avoid price competition by even 
more intensive advertising. But it did not succeed that time! In other 
connections it can succeed! Thus, it is urgently necessary for con- 
sumer education to be directed towards also making consumers 
conscious of the effects and aims of the different competitive media. 


Neither time nor space permit any exhaustive exemplification of the 
experiences of Swedish co-operative enterprises whose policy aims at 
correcting private capitalism. Such an exemplification could also be 
taken from the forms of Consumer Co-operation which are more or 
less independent of K.F., i.e. Housing Co-operation, Insurance Co- 
operation and Oil-Consumers’ Co-operation. But all these experiences 
can be summed up as follows: 


In Sweden, as in most other countries, the private-capitalistic sector 
has had a very strong monopolistic flavour, and this has meant 
obstacles to the raising of the consumers’ standard of living. Now- 
adays however, there are scarcely any monopolies left in Sweden in 
trade or consumer goods industries which has this effect for consumers. 
Private capitalism in this respect has been “corrected”. It is not 
wholly unthinkable that this effect might have been achieved by other 
means. But it is an historic fact that the “correction” has mainly come 
about through the efforts of Consumer Co-operation, partly through 
contributions by co-operative enterprises in trade and industry, and 
partly through co-operative influence on legislation dealing with 
restrictive practices. 


Instead of monopolies, we now have oligopolies in both trade and 
industry. These occasionally receive attention from persons who have 
studied economic theory. However, this theory ignores, as a rule, the 
fact that one party in an oligopoly can be—and very often is in, e.g. 
Sweden—a co-operative enterprise. If this is the case and if consumers 
are price-conscious, an effective price competition arises, despite the 
oligopolistic market situation. 


The important thing for Swedish Co-operation now is, for reasons 
mentioned above, not so much to correct private monopolistic price- 
policy as to work systematically for rational merchandise distribution 
and, thus, towards raising the standard of living of consumers. Before 
these current matters are discussed, briefly and in closing, I should like 
to offer some remarks on the means of the co-operative enterprise. 
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Co-operative Means. 


As far as the means used to achieve the indicated goals are con- 
cerned, Swedish Co-operation has probabiy not been very different 
from Consumer Co-operation in other countries. To avoid burdening 
this presentation with historical statistics, only a few fundamental 
remarks which are timely in today’s situation will be made. 


In order to achieve its goals, co-operative enterprise requires the 
same means as other enterprises. These means are nowadays often 
grouped for practical purposes, into ee factors of production: capital, 
manpower and knowledge. 


The’ co-operative procedures for obtaining sufficient capital are 
well known. A hasty glance at the balance sheet of K.F. and affiliated 
societies for 1964 shows how activities have been financed to date: 


Million Swedish Kronors 








K.F. Societies 

Share capital sun sun 244.5 203.7 
Reserve fund ................... 156.7 325.2 
Ärd dire LEE 100.9 78.2 
Loans: members! .........:...... 496.5 278.3 
OUNEr aa nee 981.0 818.5 

1,979.6 1,703.9 


1 Even own savings bank deposits. 


A tendency which one would have been able to observe if the cor- 
responding figures for a series of years had been presented, is the fact 
that the funds grow much more rapidly than the individually owned 
part of the own capital. The degree of self-financing has increased. 
This would be even more apparent if the assets could be shown at 
their real value; considerable hidden reserves are to be found there. 


When such things are discussed with outside economists, we usually 
hear that there really is no difference between a co-operative and. a 
private enterprise: both are anxious to accumulate capital through 
stated or hidden profits. It is indeed true that all co-operative enter- 
prises which wish to expand must conduct a policy which makes it 
possible to accumulate capital: But this-capital accumulation is a goal 
in capitalistic enterprises. In Co-operation it is a means for achieving 
lower prices in the long run. The difference in practice is fundamental. 
In principle, we in K.F. and most K.F.-owned enterprises and in the 
retail societies calculate prices'on a cost-price basis. One can then 
add interest, determined in advance, on invested capital plus a similarly 


194 SEVENTH CONGRESS ON PUBLIC AND CO-OPERATIVE ECONOMY 


determined “development quotient” to the costs. As is-clear from the 
preceding, it has indeed been possible to link all this with an active 
price policy. 


Another tendency which it has been possible to observe during recent 
years is that Swedish Co-operation to an increasing extent finances 
new investments with outside loans. These loans do indeed include 
debis to Co-operation’s insurance company and pension funds, but 
even bank loans have increased. However, these are loans—primarily 
mortgage loans—which do not give the banks any influence at all over 
the activities of the co-operative enterprises. 


The need to accumulate capital is generally only a consequence of 
the need to utilise capital. The figures listed above do not show it, 
but it should be mentioned perhaps, in case other co-operative enter- 
prises pursue another policy, that K.F. and the affiliated societies do 
not have any more money and securities than are strictly necessary for 
the sake of liquidity. The capital is in direct use in co-operative 
establishments and in stocks with rather high turnovers. The growing 
need for capital is also associated with the growing costs of man- 
power. 


Previously, there was a great. deal of discussion, even in Sweden, 
about Co-operation’s obligations as employer. Nowadays, it has been 
decided in agreements between the Trade Union Movement and Co- 
operation that Co-operation, in matters involving wages and other 
working conditions, shall be equated with other enterprises. The 
Swedish Trade Union Movement is very much aware of the fact that 
Co-operation exists for the sake of the consumers and that it [Co- 
operation] is also engaged in hard competition with other forms of 
enterprise. Thus, it should not be burdened with higher wage costs. 
But wages have risen very sharply, especially in trade which was a 
low-wage field until quite recently. Between 1954 and 1964, the wages 
in trade rose by approximately 85%. There is only one way to 
prevent rising wage costs from leading to corresponding increases in 
prices. This is to organise trade in such a way that the productivity 
per employee is raised. In Sweden it was Consumer Co-operation 
which first took this into consideration. This took place through the 
introduction of self-service shops as early as the beginning of the 
1940s. But our experiences during the 1950s and 1960s, indicate that 
we have to push on if we wish to keep costs down and, consequently, 
prices despite rising wages. It is true in general that only large units 
can make for high productivity per employee. For this reason a pro- 
cedure was introduced during the 1950s which meant that co-operative 
shops would become fewer and larger. This development can be 
illustrated by the fact that the retail societies had 8,000 shops in 1950 
with an average annual turnover of something more than 200.000 
Swedish kronors per shop: at the close of 1963 they had 5,275 shops 
with average turnovers exceeding 820,000 Swedish kronors per shop. 
As a background to this development, it can be mentioned that the 
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average wage costs in 1963 for shops with annual turnovers of 200,000- 
300,000 Swedish kronors were 10% of sales but only 6.5% of sales in 
shops with sales exceeding 2 million. 


The third factor of production which must be observed in the study 
of the co-operative enterprise’s means is “knowledge”. For practical 
purposes, this can be termed staff and management training. In both 
these respects, Swedish Co-operation to date has had both luck and 
skill. We in Sweden and in Europe in general have had something 
during this century which we in Sweden call a “talent reserve”—people 
who are gifted but unable to afford to obtain a higher education. 
Employees in the retail societies have been recruited for continued 
training in Co-operation’s own college at the Movement’s expense. 
Almost every Swedish co-operative manager has followed this path 
with the result that we have obtained managers with sufficient pro- 
fessional skill who had also got Consumer Co-operation’s goals “in 
their blood”, This means, i.e. that these people really care about the 
consumers. I apologise for taking up such abstruse factors as the 
human qualities of managers in this account of the experiences of co- 
operative enterprise. But I am convinced that one of the most 
important explanations for the success of Swedish Co-operation in its 
attempts to be of benefit to the consumer is in fact that most of the 
retail societies and K.F. have had managers with the right combination 
of personal qualities: co-operators with sufficient skills in business 
economics and administration. 


But what about democracy? ‘What role have the members played 
in this development? Since this presentation deals with experiences of 
co-operative enterprises and not the entire Co-operative Movement, we 
can express the point briefly. The ideal conditions at the point where 
enterprise and democracy meet have been indicated by, i.e. Professor 
Lambert in a short article in Annals of Public and Co-operative 
Economy, Nos. 2-3, 1964. 


“The members of the board of a society must think of themselves 
as liaison agents between the membership and the management; they 
are responsible for fixing the society’s policy and supervising its mana- 
gers, but they must refrain from interfering in the measures taken to 
give effect to the policies they have decided upon. If the managers are 
prevented by petty interference from taking responsibility and acting 
on their own initiative, they will cease to be entrepreneurs and become 
mere administrators. The managers must be judged solely on the 
basis of their achievements.” 


Democracy has functioned in Sweden for many decades in about the 
way Professor Lambert says it should function on this level. 
Trends and Problems of Today. 


The experiences of the Swedish co-operative enterprise’s policy and | 
achievements which have been discussed up to this point have mainly 
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dealt with the past. But it has been my intention to show that certain 
conclusions can also be drawn as regards the present and perhaps 
even the future. The fact that we live in a world which seems to be 
changing ever more radidly is probably apparent to everyone. The 
changes important to co-operative enterprises in every country can be 
briefly suggested by some titles in the “Paper on Co-operation in a 
Changing World” mentioned earlier which was presented at the I.C.A.’s 
Congress in Lausanne in 1960: “Changes in Distribution of Popula- 
tion”, “Motorism”, “The Rising Standard of Living”, “Technological 
Changes”, “Private Distribution Becomes Large-Scale Business”. 
Everyone who has had any experience of the conditions of consumers 
and of retail trade in Europe today can understand what I mean when 
ae these titles here. The premises need not, therefore, be discussed 
urther. 


The changes which the altered premises have made necessary in ` 
the activities of the co-operative enterprises involve in Sweden, among 
other things, the concentration of both distribution and production to 
larger units in order to keep costs down and in order to plan the 
establishment of shops, a more and more capital-devouring procedure, 
in a more efficient manner. The sale of dry goods, and especially 
durable articles and capital goods, in increasing at a much greater rate 
than food sales. Thus, large department stores and discount houses 
are being opened. The number of retail societies is declining sharply. 
Ten years ago there were about 600 such societies; now there are less 
than 400. In a few years there will probably be no more than 20 or 30. 
Functions which the societies had earlier fulfilled are being taken over 
by the central organisation. More than ten years ago a system of 
regional warehouses was established which now takes care of almost 
all distribution to the individual shops. Even the production of bread 
and processed meats is being centralised in K.F.-owned enterprises. 
The entire purchasing function is also being centralised in K.F. fo an 
ever-increasing extent. 


Measures of this type have meant that Co-operation is quite capable 
of maintaining its position, despite the creation of relatively strong 
(but still weak, compared to Co-operation) multiples which were 
attuned from the beginning to the market situation of modern times. 
Co-operation’s share of the market continues to grow. It is still Co- 
operation which generally determines the prices in those places and 
in those merchandise fields in which retail societies are to be found. 


There is, thus, no general feeling of apprehension in Swedish Co- 
operation. But plans are being made for the future and the entire 
organisational structure is under study. The problems of details and 
principles are being discussed as never before. I shall only mention 
two in closing, two problems which are closely connected with one 
another. 


The first is management! The essentially larger business units 
are considered to require other types of managers than those to date, 
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another kind of education, another kind of recruitment. Is it then 
possible to find managers, even in the future, to lead the co-operative 
enterprises in a co-operative direction? 


When uncertainty arises in this respect, it is more important for 
democratic control to function well. But how can this be in the very 
large co-operative enterprises, as will be the case in the future? 


The very large business units are necessary to enable Co-operation 
to achieve such economic efficiency as to be of benefit to consumers in 
the society of today and tomorrow. Co-operation without such effi- 
ciency scarcely has any right to exist and would soon disappear. But 
if member-control cannot assert itself properly if democracy disappears 
in the large, efficient enterprises, then the economic efficiency will have 
been achieved at the expense of true Co-operation. 
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COMPLEMENTARY REPORT BY MR. W. BLEILE 
Manager of the Central Co-operative Bank, Basle (Switzerland) 


Our reporter’s decision to confine his remarks to the field of 
consumer co-operation in Sweden is entirely understandable. It would 
be going far beyond the scope of a report of this kind to analyse the 
position of co-operative undertakings in the different sectors of the 
economy under a free society. It would be unthinkable to attempt in 
a meeting such as this to form a judgment on all the problems existing 
in all their different aspects and from all perspectives. I shall there- 
fore confine myself here to elaborating some of the fundamental points 
made in this extremely condensed and interesting report. 


My remarks will be based on experience in Switzerland. They 
assume a policy based on freedom and a voluntary approach. This 
may to some extent be a result of the particular way in which we 
Swiss approach theoretical and practical problems. 


It gave me considerable satisfaction to hear our reporter quote from ` 
the report prepared by Dr. Bonow, the President of the International 
Co-operative Alliance, in 1960. It seems to me, however, that the funda- 
mental arguments of that report were too general in character to be 
applicable universally and without qualification to all the co-operative 
forms, structures and organisations existing in the different countries 
of the world. From my experience in Switzerland I can say with 
conviction that the organisational form of a publicly owned under- 
taking—or at least an undertaking in which the public authorities have 
a majority holding—is suitable for public utilities such as gas, water 
and electricity supplies, communications, postal, telephone and similar 
services, but for little else. All other economic functions—trade, 
industry, transport (as opposed to communications) and handicrafts— 
i.e. the fields in which a variety of different organisational forms can 
exist side by side and in which free competition reigns, must be left 
to the co-operative movement. 


I think it is fair to say that the Swiss consumer Co-operative Move- 
ment—and, in fact, co-operatives in general—could not be incorporated 
in either of these two systems. Co-operatives are organisations of a 
special type and require legal and economic forms of their own. They 
are neither a movement dedicated to the overthrow of capitalism nor 
a political movement. Their particular nature and their origins date 
back to long before the inception of any of the capitalistic and political 
theories and patterns in existence today. The principle of co- 
operation is an age-old principle of both German and Roman society. 
Its objective is to achieve specific aims and to render services to 
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members and consumers (and thus to benefit the entire community) as 
required by organising in accordance with dictates of efficiency. 


We have already heard how the entire approach of the co- 
operative movement to economic matters differs radically from the aims 
and methods of capitalist undertakings. Our reporter has explained 
that the fundamental aim of a co-operative is not to earn more than 
it spends—i.e. to earn a profit—but to provide a service. Achieving an 
optimum level of profit is not a fundamental objective. 


I must admit that in my opinion a little too much emphasis was laid 
on this. “Leitmotiv” of the co-operative movement in the report. In 
all objectivity, however, I think we must recognise that this principle 
may well have overshadowed all other considerations when the co- 
operative movement first came into existence. The competitive con- 
ditions prevailing today, however, have given rise to changes. It is 
generally accepted today that, although the desire to achieve an 
optimum level of. profit is still present, other considerations have 
acquired decisive importance. I have in mind here the legitimate and 
healthy concern shown by the present generation with the purchase of 
goods actually corresponding to their requirements and of a high 
standard of quality at-reasonable prices and to the fact that standards 
of quality are secured to some extent by strict legislation supplemented 
by tests conducted by consumers’ organisations, etc. In other words, 
it is generally recognised that an undertaking of any kind has little 
prospect of continued existence and development unless it has a 
positive pricing policy. 


All that I am trying to say is that we should be more cautious in 
the use of outdated catch-phrases such as the selfishness of the 
capitalist economy, the striving for maximum profit, the profit motive 
and the like; and I believe that we. would do much better, when con- 
sidering the. aims and ideals of the co-operative movement, to bear 
constantly in mind the fact that.all of us who are involved in public 
or- co-operative economy are endeavouring to serve the community as 
a whole and to adjust our conduct accordingly. We must merely not 
lose sight of the fact that all forms of undertakings are today more 
or less compelled to follow socially beneficial policies in that to survive 
they must offer a maximum of positive service. I am not thinking here 
of cases at either extreme of the range of possibilities. I am merely 
saying that the fundamental principle of all economic activity com- 
prises more than just theories of efficiency, idealistic views or economic 
programmes. Every Single economic unit must provide a service and 
must ‘continually be increasing the amount of services it provides until 
an optimum level of productivity: and thereby of economy is reached. 
Even co-operatives have to comply with common-sense business rules; 
they require just as solid a financial basis, and must be as continually 
seeking after financial consolidation, as undertakings of other types. 
Only by doing so can it remain faithful to its idealistic principles. 
Obviously, I am assuming in saying this that co-operatives must be 
managed with the view to the pursuance of social objectives and that 
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they must give their employees the highest possible levels of wages 
and fringe benefits. 


[ agree with our reporter that under present-day competitive con- 
ditions there must be some compromise between ethical and idealistic 
values and economic considerations. Obviously, such considerations 
will determine the character of all activities carried on by the public 
and co-operative sectors. We must therefore abstain from laying undue 
emphasis on the ideal values of our collective type of economy except 
where the effort made and the efficiency of that effort are sufficient. 


I put to you the thesis that a free country will be most prosperous 
if it succeeds in giving a maximum of freedom of expression to two 
vital principles: freedom of enterprise and voluntary solidarity. The 
co-operative ideal offers a form of association for the two and, in fact, 
forms the basis of the Swiss Confederation. Thus, the fundamental 
problem is not one of choosing between a private or collective form 
of economy, but rather one of achieving a just economic order, and 
rules to govern economic activity, which will place both private enter- 
prise and collective self-help on an equal footing and enable both to 
contribute to the maximum to the welfare of the individual. Such an 
order would be based on recognition by all individuals of the necessity 
of respecing the needs and desires of others. Freedom of enterprise 
and solidarity on a voluntary basis are essential complements to one 
another. Here, then, we find a meeting-point for the concepts of 
individualism and collectivism, of private economy and public and co- 
operative economy. 


To explain and substantiate the foregoing I should like to present 
some factual information which will give you an idea of the size of 
‚the Swiss consumer Co-operative Movement. There are approximately 
9,000 co-operative undertakings in Switzerland—3.5% of all existing 
undertakings. The Swiss Consumer Co-operative Union (VSK) handles 
approximately 10% of all retail trade. It is in fact the fourth largest 
industrial and trading company in Switzerland; in 1964 its turnover 
totalled nearly 2,000 million Swiss francs. 


From Switzerland’s experience one might conclude that, as our 
reporter suggested, the ideal of a social system based entirely on 
co-operative and collective-economy principles is utopian. It would be 
equally irrational to concentrate all efforts on the extension and 
strengthening of the influence of the co-operative movement regardless 
of whether the movement is operating or can operate economically. 
One must distinguish here between the genuine desire to promote the 
aims of the co-operative movement and the desire for increased 
prestige. 

There can be no doubt that it is a function of the consumer co- 
operative movement to provide the necessities of every-day life either 
In "a purely trading capacity or by manufacturing those necessities 
itself; to prevent the development of monopolies; and, as aconse- 
quence, to stabilise or correct price levels. It only bas a responsibility 
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to promote direct self-help if a genuine economic utility is thereby 
fulfilled. Our reporter substantiated this thesis when he quoted the 
striking example of the Vargen clothing factory. 


To sum up, I believe that the promotion of co-operative self-help 
is essential in all sectors of the economy—and I am thinking not only 
of housing and insurance but of all co-operative institutions—in which 
private interests or monopolistic tendencies seem to be gaining the 
upper hand with all the consequences that follow therefrom. In other 
words, self-help must be promoted wherever the community has a 
legitimate demand which requires appropriate protection by measures 
of a collective character. But under no circumstances should it be 
promoted on a haphazard or indiscriminate basis. 


I should now like to say a few words about our reporter’s remarks 
concerning “active price policies’. On this subject | disagree witn 
him, for in my opinion the dividend is a factor to be taken into account 
in all financial calculations. I should except only a small proportion 
of the dividend which I would designate under the term “coefficient of 
service”. My thesis also runs counter to the assumption that an active 
price policy is only conceivable on the basis of low prices and cor- 
‘respondingly low profit margins. This assumption cannot hold good 
in Switzerland, where by tradition a high rate of dividend is paid. 
In my opinion price comparisons as a means of assessing an active 
price policy should be exclusively based on net prices, for the fact 
that dividends are always paid, the amount, the fact that members and 
non-members often have an equal right to dividend, the fact that the 
amount of the dividend is generally taken into account in price cal- 
culations and, lastly, the fact that one finds articles on sale at net 
prices side by side with articles at cum-dividend prices are all sub- 
stantial departures from the original principle of sharing out of 
surpluses among members. To a certain extent this principle is 
fictitious; nevertheless, under present circumstances its positive value 
cannot be denied. I am quite unashamedly convinced that the 
advantages offered by co-operative manufacture and sale lie not so 
much in the fact that dividends are distributed as in the services which 
co-operatives render to members (and to customers in general) in 
accordance with the principle of co-onerative efficienev—not to mention 
the influences and effects of their price regulating endeavours. 


The achievement of the same clearly implies that one of the key- 
notes of all co-operative activity must be efficiency. The fierce com- 
petition the movement has to face—particularly in Switzerland—makes 
this essential. In a word, it implies rationalisation in order to increase 
the amount of services offered and consequently to improve economic 
viability. There are many ways of achieving this end, but the problem 
is nevertheless a complex one. I shall therefore not try to sum up the 
solution here by simply quoting a few maxims. The actual solutions 
will depend on national and local conditions and economic problems, 
considerations of economic policy and even purely political factors— 
all will have to,be taken into account. I should like to mention just 
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one aspect of the problem here on account of its importance. The issue 
is between stagnation and development; between continued existence 
and disappearence. The Swiss consumer Co-operative Movement like 
its sister movement in Sweden, is making increasing efforts to 
rationalise its structure through vertical and horizontal concentration, 
and to increase the volume of services it offers by mechanisation and 
automation with a view to making the best possible use of productive 
capacity by means of amalgamations and integration. We are striving 
towards the ultimate aim of achieving the highest possible standard 
of service in supplying, warehousing and marketing by appropriate 
planning and co-ordination measures at the regional level. Switzerland 
now has a network of regional warehouses, distribution centres for 
fresh produce and bakeries; they also provide links between the local 
consumer co-operatives in their respective areas and the apex organ- 
isations, They offer their members a means of keeping constantly 
under review their competitiveness, their rate of development and their 
economic viability in general by means of exchanges of experience, 
continuing comparisons between individual units and laying down 
performance standards to facilitate the assessment of efficiency and the 
determination of targets for only on a basis such as this is further 
co-operative expansion within the economy possible and justifiable. 


Let me say a few words about the efforts made to promote con- 
centration in Switzerland. In 1950 there were 2,916 retail stores. 
By 1953 the figure had risen to 3,101. The increase during the inter- 
vening period was relatively insignificant. Moreover, a large number 
of new stores of the most modern types were opened, while at the 
same time a large number of old small-type stores were closed down 
or amalgamated. The results of these endeavours to promote rational. 
isation (and consequently to reduce costs) can be deduced from the 
fact that, although during the period 1950-64 the number of retail 
outlets did not increase substantially, the total turnover during the 
same period rose from 700 million to approximately 1,700 million 
Swiss francs. These endeavours to promote concentration had an 
equally marked effect on the number of consumer co-operative societies. 
In 1954 there were 570; in 1964 there were 511 societies belonging to 
the VSK. Further progress is being made in this field. | 


The short time remaining to me precludes me from commenting on 
the other points made by our reporter. My responsibility as co-reporter 
was to outline the elementary principles governing economic thinking 
and behaviour, not as they should be ideally or in principle or as are 
described in abstract discussion, but as they appear in actual practice. 
It was not my duty or my intention to say as many pleasant things to 
you as possible. 


Co-operation in theory and practice is not a rigid economic form 
bound by dogmas and principles. It is a living thing; it is an 
unceasing struggle to satisfy the interests of the individual within a 
system of free competition and to contribute to the development of a 
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fair system of market economy—a struggle in which the methods used 
are continually being adapted to changing circumstances. 

This fundamental attitude is not merely a new formulation of 
idealistic principles and outdated arguments; nor is it the exclusive 
preserve of the public and co-operative sectors of the economy. 

In my view this worthy aim is the best possible profession of the 
idealistic principles of collective economy. 
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DISCUSSION OF THE REPORT OF MR. ERONN. 


Statement by Mr. Celäl UZEL (Turkey) 


Permit me, in the first place, to convey the greetings of the Turkish 
Federation of the Co-operative Movement to ICRICE, to its President, 
Professor Maurice Delbouille, to the German section of ICRICE, 
organiser of this congress and to its President, Doctor Bernhard Heun. 


I have followed Mr. Lars Eronn’s statement with great interest; it 
has brought us new light on the experience of that world-famous 
organisation, the Swedish Co-operative Movement. . In Turkey, the 
progress of this Movement has always been regarded as an example for 
the development of Co-operation in our country. 


The success achieved by the “Nordisk Andelsforbund”, tied by 
federal bonds with the co-operative federations of Denmark, Finland, 
Norway and Sweden, has been followed with particular interest in my 
country. When we consider the influence of such a huge federation at 
the core of the free market, we foresee what improvements can be 
made in the interests of a wide stratum of the population of the 
countries concerned, and from there, what influence can be exerted on 
social institutions. 


Besides, one can affirm, without exaggeration, that in the Nordic 
countries, and particularly in Sweden, Co-operation has become one of 
the fundamental elements of national life and that it exercises a great 
influence over the social and cultural development of these countries. 


Doctrinally speaking, such successes are based upon the Rochdale 
Principles, formulated 125 years ago and which still inspire us today. 
The bases of this doctrine are the principle of the open door, demo- 
cratic management of enterprise, limited interest on capital, one 
member one vote and independence of the Co-operative in relation to 
public authorities. ` 


It is interesting to note that numerous fire insurance companies, of 
a co-operative type, have been established in small agricultural districts 
in Sweden before the Rochdale co-operatives. This example shows to 
what an auspicious development a co-operative may lead. The Swedish 
population has long been accustomed to turn to the co-operatives for 
the satisfaction of its requirements. 


I should like now to give some indications about the situation of 
Co-operation in Turkey. 

The first co-operatives of agricultural credit were founded in Turkey 
by the famous statesman Mithat Pasa in 1863, that is one year before 
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the creation of the Raiffeisen co-operatives. These co-operatives have 
been financed and controlled up to this date by the Bank of Agriculture 
(T.C. Ziraat Bankasi) The development of these co-operatives— 
which diverge somewhat from the Rochdale Principles—did not meet 
with any obstacle. 


The present situation of our co-operatives is the following: 


1,664 agricultural credit co-operatives .... having 1,046,000 members 
. 223 agricultural marketing co-operatives . 142,000 2 
219 agricultural mortgage bank co-opera- 





TIVES: CS asec edo ees 5 88,000 Ge 

414 small handicraft and industrial co- 
Öperalives. të es en 3 141,000 ei 
1,719 building co-operatives .............. i 150,000 = 
295 consumer and purchase co-operatives 30,000 
18 beet production co-operatives ....... S 313,000 S 
309 other production co-operatives ...... 7 68,000 u 
126 mutual benefit co-operatives ........ :,, . 30,000 Se 
3 insurance co-operatives ............ e 3,000 S 
96 miscellaneous co-operatives ......... = 12,000 Se 
5,086 co-operatives EECH » 2,023,000 e 


In Turkey, the Co-operative Movement has developed rapidly in 
the course of the last few years. In 1962 Turkey numbered 29,418,000 
inhabitants (she has around 31 million today). The co-operative per- 
centage is 6.6. The agricultural regions account for 68% of the total 
population. As to agriculture, the co-operative percentage reaches 
nearly 3.4. As this figure was not considered satisfactory, co-operation 
has been revised in the new Constitution of 1961. The State undertakes 
to create favourable conditions for the development of all co-operatives. 
Our new five-year plan of reconstruction provides for strictly defined 
tasks for the co-operatives, especially in the fields of agriculture, 
handicrafts and small-scale industry. Our main difficulty at the 
present time is to bring our agricultural population into the Co- 
operative Movement and to convince everybody of the advantages, for 
general welfare, of membership of a co-operative. 


In every country different economic and social conditions are 
encountered and, as was recognised during the 11th International 
Seminar held in Istanbul in February 1965 on the subject of “Economic 
Development and Co-operation”, the regional factors have to be taken 
into consideration so that the fundamental principles can be adapted to 
them. In my country this implies that the co-operative system must be 
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extended by the agrarian reform. One should not, however, depart 
from the basic principles any more than necessary. 


I should also like to emphasise that contracts should be established 
with non-members, for instance in consumer and insurance co- 
operatives. It is precisely through such relations that non-members 
will be convinced of the advantages of co-operation. 


We subscribe without reserve to the formula of the late President 
of the Federal Republic of Austria, Dr. Adolf Scharf, who declared 
during the 1963 International Session, on Co-operative Science: “Co- 
operation is a message of humanity, of vigilance, of determination to 
defend freedom.” According to the formula of solidarity: “Each for 
all, all for each.” 


Co-operatives furnish credits, battle against rising prices, raise the 
standard of living, uphold market economy, provide agricultural equip- 
ment and have other innumerable advantages for the community. 


Co-operation is a democracy in itself. And democracy matters not 
only to co-operative members, but equally to all other men in the world. 


Statement by Mr. Andreas VUKOVICH (Austria) 


I should like to comment very briefly on the remarks made by Mr. 
Eronn on just one type of problem—a type of problem that is of great 
current importance, but that I am convinced will become even more 
important and urgent in the future. Mr. Eronn remarked that the 
reserves upon which the Co-operative Movement can draw in order to 
train ‘manageriai grades is becoming increasingly exhausted because the 
young people that really have talent are more and more generally 
studying and attending universities, as a result of the higher standard 
of living. This applies not only to Sweden, but to all developed 
countries. While it may not immediately appear that there will soon 
be no more talent among the already employed, it is certainly true that 
the tendency is for talent to become harder to find and that more 
attention will have to be directed to those who would be in a 
position to go to universities. An added reason for this is that economic 
conditions have developed to such a point that not only has economics, 
with law and tax law, become much more complicated and come to 
require greater knowledge—the same applies to the whole sector of 
productive industry—but also the undertakings and co-operatives have 
become larger through the efforts of concentration of the economy as 
a whole. 


Of necessity, to manage large undertakings greater, richer know- 
ledge: is required—not only technical and commercial knowledge, but 
also knowledge in the field of management and treatment of people. 
These things are best done by men who command extensive knowledge 
and have a higher education. 
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À further. point of importance that we should not. neglect here is 
that the competition most often has the means to employ the better 
educated persons in its undertakings. Yet today, more than ever, the 
performance of an organisation depends upon the managerial grades. 
Now if the co-operatives lay down a challenging performance as a 
condition of their existence—as has rightly been remarked already 
today—they must also ensure that they have available in their sector 
the people who can guarantee such a performance. 


And now a word on the performance itself, It is generally expected 
of the co-operatives that they achieve more than competing industries. 
Of course one may say that it is not only co-operatives, but also public 
undertakings that cannot really justify their existence if they cannot 
point to a corresponding performance. But we must not forget one 
thing: the co-operatives should not only achieve more than their com- 
petitors where possible, they should also achieve different objectives. 
These other objectives are the specifically co-operative ones that only 
the co-operatives and no one else can achieve; and in order that they 
can be achieved the ideal must not be lost sight of; it must not be 
allowed to recede into the background. Everything depends essentially 
upon how the ideal is applied. Leading figures in the Co-operative 
Movement must be acquainted with the basic ideas, must adopt them 
and must not be mere business directors. In this connection the 
problem of control assumes increasing importance. We need people 
in the Co-operative Movement as a democratic institution who have so 
good an understanding of the economy and management of co-operat- 
ives that they can also really control key business directors, schooled 
in the routine, not with regard to detail but in the attitude they should 
take; and therefore the force of ideals within the movement should not 
be underemphasised, as there is at present a slight tendency to do. 
The purely industrial side of things is, as you know, impelling every- 
one increasingly strongly towards purely commercial development. But 
we need within the Co-operative Movement an opposing force, upon 
which the success of the management and direction of the industries 
essentially depends. 


Statement by Mr. Franz SCHMIDT (Austria) 


We non-Swedes admire the successes of the Swedish consumer co- 
operative movement. Mr. Eronn has given us a vivid picture of the 
Swedish formula for success. He starts with the precept that com- 
petition is of decisive significance for the consumer, and sees it as the 
essential task of the consumer co-operative nowadays to intervene 
where competition is not operating. Perhaps it might also be expressed 
in this way: the consumer co-operatives can henceforth only fulfil 
their obligations, to members effectively, if they make the consumers’ 
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interests in general their own, and if they defend these interests with 
the appropriate instruments or weapons, namely with public economic 
undertakings. 


This of course depends upon a consumer co-operative movement’s 
being sufficiently strong—that is, possessing sufficient capital strength 
and market force. Yesterday, a participant of the Austrian delegation 
said that co-operative production proper in Austria is too weak and 
that the consumers’ interests should therefore be protected by the State. 
Now the consumer co-operatives have never claimed to have a mono- 
poly of this field, but they can doubtless make a contribution that no 
state official can take away. 


Naturally, the Austrian consumer co-operative movement cannot. be 
compared with the Swedish or Swiss movements. We have an average 
of up to one-tenth of the retail trade in groceries and consumer goods. 
But do not forget that we have had to go through two world wars, 
inflation, and finally the break-down of the whole movement, and that 
we had to build it up again, without foreign aid, without state subsidy 
or credit facilities, out of the ruins left by the war. 


Co-operative production as such is of incontestable significance even 
if it cannot break any cartel. It is, even then, a force to be reckoned 
with in reducing the effects of cartels, as long as it can curb their 
growth. The development of own production is being impeded today by 
competitive publicity (“suggestive” advertising) in spite of low prices 
and top quality goods. 


But there are very many other pointers too for the effective service 
of consumer co-operatives. in the interests of consumers. We were the 
first to introduce self-service in Austria fifteen years ago. We were 
also the first to take up central purchasing through the formation of 
chains and purchasing co-operatives, the first to introduce sales rational- 
isation, to undertake structural reform and industrial centralisation, 
and—last year—to open supermarkets. | 


The application of progressive methods which reduce costs and 
allow better results to be achieved serve the interests of the consumer, 
and we hope that in a few years we shall have a definite lead over our 
competitors. 


The situation in Austria is at present such that large sectors of the 
population cry out for the consumer co-operatives when prices rise too 
sharply. The co-operatives have repeatedly intervened in a stabilising 
capacity through price reducing operations covering the whole country. 


The picture given by the speaker of the effect of consumer co- 
operatives in the context of “oligarchic” economic activities is extremely 
interesting and shows that the essential character of these co- 
operatives has remained the same in spite of the current nature of its 
task—that is, irrespective of the particular economic motivation. 
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One thing is certain: the validity and the value of the co-operative 
system must be continually proven in the light of the achievements of 
the consumer co-operatives. 


Statement by Mr. Georges LASSERRE (France) 


Our Reporter, Mr. Eronn, declared a little while ago that he was 
often in agreement with the protessors. May he permit a professor 
to express complete agreement with what he has told us this morning. 
I would even like, more than he has done himself, to underline the 
exceptional, world-wide interest in the experiences of the struggle of 
the Swedish Co-operative Movement against cartels and trusts and, 
more generally, for the protection of the consumer. 


I have been twice in my life to Sweden, for the sole purpose of 
studying this action of Swedish co-operation; this has enabled me to 
write a booklet! to acquaint the French-speaking public with this 
action. And from whatever I could say in my teaching on the Co- 
operative Movement, the fact which has the most influence over students, 
and equally over my fellow economists, the thing which makes the 
greatest impression on them and most easily creates sympathy for the 
Co-operative Movement, is the achievement and the struggle of the 
Swedish co-operative movement against monopoly. I think one could 
say that at the present time this is the finest performance in the world- 
wide consumers’ Co-operative Movement (until such time as the co- 
operatives of other countries do even better, which we can only hope 
for). 
As an economist, my thoughts, after studying this action of the 
Swedish co-operatives, have led me to believe that in the varying forms 
of competition there is a distinction to be made, one which economists 
are not in the habit of making: the distinction between the nature of 
the enterprises which compete with one another. From this angle, there 
are three kinds of competition. 


To begin with there is the usual, classic competition between the 
different firms. This competition is an unstable balance, since, each 
firm having a desire for maximisation of profit, and the position of 
monopoly being. the best means of achieving this maximisation, enter- 
prises, sometimes quickly if they are few, sometimes slowly if they are 
numerous, have an inevitable tendency to suppress competition and 
to organise a monopoly in a more or less efficient manner. 


There is also competition between fechniques, that is to say between 
those firms which are not homogeneous, but which, in order to satisfy 


1 Coopératives contre cartels et trusts: l'expérience suédoise, second edition. 
Brussels, The Propagators of Co-operation, 1956. ` 
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a similar need, use different techniques; competition in means of trans- 
portation, sources of energy, etc. There are many other examples, in 
our epoch of rapid technical progress, where every instant sees new 
technical methods appear to revive competition. But here, again, we 
are faced with an unstable competition, a lack of balance, since sooner 
or later among the different techniques—between metal and plastics for 
example—a division of .labour is finally established. This technical 
competition will necessarily end one day or another. 


And finally there is the competition of sectors: capitalist sector, 
nationalised sector, co-operative sector. Here we have a competition 
which can be a stable one, which is not fatal automatically to disappear 
before monopoly, because public enterprise, or more certainly perhaps, 
co-operative enterprise, not aiming at maximisation of profit, will be 
very cautious about making agreements with capitalist firms. Between 
sectors which have different objectives as to profit and of price policy, 
competition can permanently protect the consumers. 


Consumers’ co-operative enterprise, indeed, does not aim at the 
maximisation of profit. If it finds itself in the position of having a debit 
balance, then naturally it will follow a policy of minimisation of loss 
and in these circumstances its operation will be identical with that of a 
capitalist enterprise placed in the same situation of loss; it will strive 
to regain its equilibrium by lowering its costs while increasing its 
selling prices. However, once the balance is restored, and the enter- 
prise shows a credit balance, then the difference between their economic 
policies appears. A capitalist enterprise will seek to maximise its 
profit, whereas the co-operative enterprise at this moment will go back 
to its original policy, of which we have numerous examples in Sweden 
and in other countries. And I believe that we can define this economic 
policy of the co-operative enterprise by citing the formula of my 
colleague and friend, Professor Jean Marchal, who remarked that enter- 
prise—he was talking, naturally, about private and capitalist enter- 
prise—exerts an action of “disjunction” on prices, that is to say it 
tries, at one and the same time, to maximise the selling price and 
minimise the cost price, so as to have the highest possible margin on 
profit. Co-operative enterprises, on the contrary, exerts an action of 
“reiunction” of prices. Rejunction of prices means bringing the 
selling price as near as possible to the cost price, without altogether 
identifying them, since a margin of security is needed in order to be 
able to allow for a dividend on purchases. 


The price policy of a co-operative enterprise consists, therefore, in 
diminishing cost price as far as possible through the improvement of 
productivity, but it cannot involve seeking a monopolistic domination 
over the consumers or the use of psychological conditioning to boost 
sales to a maximum, as is done by publicity in capitalist enterprises. A 
convincing proof to this effect is that, when particular circumstances 
cause a co-operative to benefit from a situation of monopoly, we note 
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that it does not pursue a policy of maximum prices; it maintains the 
same price policy as if it were engaged in competition. 

There are other instances. There exist in France, and certainly in 
other countries, villages where there is only one shop: the co-operative 
shop, It does not take advantage of its monopoly by fixing high prices. 
The best example is that of the rural electrification co-operatives in 
Argentina which practically hold the monopoly of electrification in the 
immense region of the Pampas and which not only do not seek mono- 
polist prices, but sell electricity at prices which are a quarter of the 
prices of capitalist enterprises. Here is an example which confirms the 
Swedish one, and I am happy to end on it. 


Statement by Mr. Michel TOROMANOFF (France) 


Mr. Eronn’s report has filled me with admiration. Sweden has 
succeeded in training intelligent consumers, who know how to choose 
the best from among the articles offered. And it is just this optimum 
which has left me a little perplexed. In France, we have not had such 
success in the training of consumers. 


If I have understood properly, the choices are made in Sweden either 
by the person in charge of supply, in whom the consumers have 
confidence, or by the consumers directly. 


I should like to know upon what criteria these choices are founded. 
To take a concrete example, that of washing machines, 1 should like to 
ask Mr. Eronn the following double question: 


(1) How does one manage, in Sweden, to choose from among the 
fifteen washing machines to be found on the market, taking into con- 
sideration the aspects: quality—appearance—cost? 


(2) If a new washing machine makes its appearance, how does one 
decide what it is worth? Defects, which were unforeseen at the start, 
may be discovered at the end of one or two years. Does one wait until 
it is worn out, at the risk of seeing it made obsolete by an improved 
type? Or are there other means? 
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REPLY BY MR. ERONN 


The last speaker touched upon a very difficult problem. I said 
in my speech here that it could be easier for the consumers to make 
the right choice between toothbrushes if there is a good co-operative 
wholesale in the country because the buyers there must know what is 
the best according to prices, etc. And we have laboratories and test- 
kitchens and all that, and the assortment in co-operative department 
stores must be a little limited: that means that the worst qualities 
cannot be found there. Now that is quite another problem because 
there are too many things to know about such a machine in order to 
make the right choice. I can only say that we have a state institution 
in Sweden, a consumers’ institute which does the work for the con- 
sumers in testing the machines in small pamphlets about the qualities, 
etc. And in the Co-operative Movement we help this state institution 
by distributing the pamphlets, and if you go to a co-operative depart- 
ment store and want to buy a washing machine, you can find there this 
pamphlet from the consumers’ institute describing the qualities of 
different machines. But naturally consumers must have their freedom 
of choice; we just want them to have the knowledge first. 


I have a theory which is that if we have a good consumers’ Co- 
operative Movement, well organised, with the right persons in it, it 
will not be necessary to do searching work in consumers’ education 
because consumers should be able to trust the co-operative shops. But 
we are not in a hurry; we are trying to get that as soon as possible, 
by getting the right people to make the choice here within the co- 
operative wholesale. 

Now as to the discussion after my introduction. I am very glad 
because time is short, to be able to say that I have only to thank you, 
all of you who have taken part in it. What has been said has mainly 
been to complete my paper and to talk about very essential things that 
I have not mentioned. Perhaps: some of you might think there is a 
disagreement between me and for instance Mr. Bleile, but I do not think 
the disagreement is very deep. It is not only because I am speaking 
in a foreign language and I cannot give you such beautiful words as 
he did in German. It is also because in Sweden many of we co- 
Operators and socialists do not speak so much about doctrines, 
ideologies, etc. More often we speak more about economy and such 
things that I have done in my paper and here. I was very much 
afraid when Professor Lasserre demanded the word, and also very giad 
that he did not disagree with me; well, in that case | should have had 
great difficulties just now. But I only want to thank you, very much, 
all of you who have taken part in this discussion. 


VI. PRESENTATION AND DISCUSSION 
OF THE REPORT OF MR. CHEVRIER 


PUBLIC ENTERPRISE IN A. FREE SOCIETY: 
PRACTICAL EXPERIENCE OF « ELECTRICITE DE FRANCE » 


REPORT SUBMITTED BY MR. JACQUES CHEVRIER, 
Assistant Director of General Management of “Electricité de France”, Paris 


As no doubt Professor Lambert will have mentioned, in his intro- 
ductory report, the theme of our Congress defines perfectly in itself 
the subject: “Public Enterprises and Co-operatives in a Free Society.” 
The point is that, in a society whose main characteristic, under the 
economic aspect which interests us primarily, is freedom—and the 
study of this first point was the subject of our deliberations of yester- 
day—we have to examine the role.and the behaviour of public enter- 
prises and co-operatives. And, for the purpose of providing solid 
starting points for this afternoon’s discussion, it has been considered 
useful to throw a preliminary light on the topic through several con-. 
crete examples. | 


My purpose is not to present to you a descriptive monograph of 
Electricité de France; the time would be ‘too short and the subject 
too dry. Therefore, the experiment of Electricité de France, which is 
nearing its twentieth year, will be considered only as a sample frame- 
work in which I shall endeavour to review the problems which confront 
a public enterprise, considering them especially from the point of view 
of freedom. These seem to me to group themselves under three 
headings, which current terminology ably emphasises. 


What indeed does Electricité de France mean to the man in the 
street, the ordinary citizen? The public electricity service. A national 
public enterprise. | 


To begin with, by its very nature, it is a public service, an organism 
at the service of the people, that is to say subject to social duties in 
their essence if not in their manifestations. 


In the second place, it is an industrial and commercial enterprise, 
an economic organism governed by general economic laws. 
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But we find ourselves confronted with a public enterprise, that is 
one subject to the strict guardianship of the political system as repre- 
sented by public authorities, within a legal and statutory framework. 


This triple character will enable us to classify the problems and 
difficulties which confront Electicité de France. 
"éi 
The public electricy service is the first, if not the most important of 


the aspects under which Electricité de France appears. This definition 
essentially implies— 


to respond without limit to the demands of. the consumers, to their 
evident ‘needs: for electric energy; 


to satisfy their legitimate demands in the matter of the quality of this 
service; 


to be at the disposal of all users, whoever they may be; and 
to render these services at reasonable prices. 


I shall not insist on the satisfaction of the user of electricity as to 
the amount of energy placed at his disposal. Nor shall I bombard vou 
with tens of billions of kWh, nor with hundreds of millions of kW; 
I should, in any case, say terawatt or megawatt hours, since in our 
field, as in many others, even the units of calculation are drawn into 
the whirlpool of progress. I shall merely point out that the sector 
which we have chosen as our example is one of those where the 
constraints which weigh on a SES service are the heaviest and me 
most conspicuous. 


This is not a matter of furnishing the consumer with a product 
which can accumulate in shops, but of a service which cannot be 
stocked. Supply therefore must constantly equal demand. 


Owing to the conditions of life of civilised man in a country with 
a temperate but cool climate (conditions shared by many of us here in 
this hall), the daily, weekly and yearly demand for electricity is 
extremely irregular. Electricity is a favourite field for study of the 
phenomenon of peak consumption. 


This is a public service in the supreme sense of. the words; once 
recognised as a user, the consumer does not have to ask service oi 
anyone, he simply avails himself of it, while settling his debt at a 
later date. 


Finally, nm of electricity is among those which make the 
most rapid progress; the law of doubling within ten years is in every- 
body’s mind. However, it strikes them very little, because the irra- 
tionality of the rate of growth can no longer impress us. But when we 
reflect that the installations, which Electricité de France inherited at 
the time of nationalisation, at the end of the war, only represent a 
quarter of those functioning at the present time, and that it was there- 


MR. CHEVRIER’S REPORT . 215 


fore necessary to create three. times their number in the space of 
twenty years, the figures speak even more loudiy. 


The problem of quality: of products, and particularly, of services, is 
less noticeable than that of their quantity. And yet this is often more 
difficult to solve. This is especially true of electricity, where only 
failures in quality are perceptible. 


Permanence is the most visible manifestation of this quality of 
public service. It is, certainly, calculable: one can, for instance, count 
the minutes of cut-off per month, but—and this moreover is a general 
observation—appreciation of quality always presents an essentially 
psychological appearance. It is in that manner that the criticisms of 
the publicly little-known notions of tension, or of frequency, are shown. 
“The radiator doesn’t heat”, says the user, “The set is blurred this 
evening... 


. Great attention is paid by Electricité de France to this field of 
betterment of the quality of its supplies. Installation of special 
apparatus, aimed at combating particularly, of even exclusively, these 
special break-downs. Establishment of a linking of networks, if not 
doubling them, so as to bring current to the users by other routes, in 
case of cuts in normal supply. Renewal of material, in order to reduce 
the risk of failure to a minimum. Above all, efforts to promote the 
quality and normalisation of all technical installations, so as to ensure 
the reliability of the supply through uniformity of equipment and 
working methods. 


The user is not always sensitive to this effort towards quality. 
He needs persistent education if he is to cease taking an exclusively 
negative attitude towards this problem. On the other hand, the fact 
that the public service is at his disposal affects him always in a 
very positive fashion. 


To be at the disposal of all users involves constraints of two kinds 
on the operator of the public service of electricity. 


His customers display the greatest variety. They call for electricity 
for their personal or family needs, whether these are reduced to the 
primordial use of electricity, such as lighting or means of communi- 
cation (radio or television), or they have become particular and 
demanding through the use of a modern and advanced comfort. There 
are also current professional needs, mechanical and thermic, of com- 
merce or craftsmanship, of small industry, not forgetting administra- 
tion. Of another kind, altogether, are the massive demands of. basic 
industries or industries specialised in branches of the economy (notably 
the chemical industries) particularly BEER on the use of this form 
of energy. 


There should be, then, a great variety and a great flexibility, not 
only in technical methods (high, medium and low-tension networks 
which serve the consumers), but also in the. organisms of contact, 
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operation services and offices which will maintain relations with the 
consumers. 


A second constraint arises from the fact that the public service must 
reach the user, wherever his location, rural, urban, or industrial. The 
density of the networks, the difference in the conditions of exploitation 
resulting from this factor, involve great differences as between town 
and country, plains and mountains, industrial regions and residential 
areas. 


. This results, notably, in an organisation both complex and scattered, 
in order to ensure this difficult contact with the public. Scattered, 
since three-quarters of the officials of Electricité de France, say over 
60,000, .are engaged in these contacts with the consumer in 1,500 
districts, very small and often isolated elementary units. i 


This complexity shows itself, moreover, in many ways. Not only a 
spreading out of distributing services was found to be necessary, where 
the main levels are: Distributing Centre (technical and administrative 
unit), Subdivision (unit of contact), the District (working nucleus). But 
these organisms themselves vary according to whether it is a question 
of rural distribution, in normal size towns or in large, tentacular 
conurbations. Industrial consumers demand special methods at every 
level. Sometimes even, important industrial consumers are not con- 
nected to the distribution services, but directly to the production 
services: they are, in some sort, connected directly to a commercial 
factory service and not to a specialised commercial network. Following 
an empirical period, Electricité de France was led to re-examine very 
closely the organisation of its different types of services, and even to 
normalise. them. In this way, the various units assume, as much as 
regards personnel as the other means at their disposal, a completely 
different aspect, according to whether their theatre of operations be 
urban or rural. 


This complexity is particularly noticeable in the relations established 
between the agents of the public service and the consumers in matters 
concerning the establishment and the payment of their contribution 
towards the cost of the public service. Research for methods of 
periodical. readings, or even of contractual ones when the solution 
appears beneficial to both consumer and public service. Research even 
into depersonalisation and automation of the contacts, when this 
appears possible, and in particular for the collection of bills through 
postal or banking levy. A recent decree changing the conditions of 
readings and billings, has crowned intensive study and a hard battle 
of opinions. This modification of the articles and conditions seeks a 
difficult balance between the wishes of the consumers, which are often 
contradictory, and the costs of the public service which naturally come 
into the fixing of its price. 


Before considering the other facet of the role of Electricité de 
France, its commercial activity, let us make a quick round of the 
constraints which burden its role of public service, such as we have 
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sketched it. To the extent that they display mainly a technical 
character, they hardly interest us, as this sphere is outside our present 
concern. But we have, in passing, noted the importance of the human 
factors. These come into play in a context of freedom. The very 
conception of public service takes into consideration the human data 
of an economic and liberal society, data which, summarised in the 
articles and conditions laid down for the concessionary, are imposed 
on him like the tables of the law, over which he has little control. On 
the other hand, the public service has ever shown a profound respect 
for the wishes of the consumers, which, if not always expressed in an 
individual fashion, have always their personal reactions as basis. So 
it is not surprising that in order to face usefully this world based on 
free enterprise, it has been considered best to give to the public service 
of electricity, in France, the form of an industrial and commercial enter- 
prise, along with the imperatives which result from this. 


dr 


The field of tariffs is certainly, for Electricité de France, the con- 
necting point of the phase of public service with that of industrial 
and commercial enterprise: the Nationalisation Law, indeed, stipulates 
that Electricité de France shall, if not sell electricity at cost price, at 
least base itself on this idea in defining not only the amount but also 
the structure of its rates. 


I shall not enter on economic discussions (which would exceed our 
time) on the definition of this cost price: whether it should be an 
average cost price or a marginal cost price?, nor yet on its method 
of application. Was it to be a global cost price of a fractional cost 
price? Electricité de France has justified its choice of a marginal cost 
price and of cost price if not elementary, at least analytical. But it 
must be well noted that the notion of contributive taxation (directly 
linked with the conception of public service) any more than the value 
of usage, has not been kept as the principal basis for rate fixing. Thus 
the industrial and commercial character is adhered to in principle. 


It is necessary, however, to note that the character of public service 
is found in the numerous reductions brought to bear on the principle 
of cost price: the partial levelling of regional disparities in tariffs, the 
adaptation of low-tension rates in wide diffusion to the psychology of 
the small consumers. 


Therefore, the first characteristic of this rate fixing is its complexity. 
Indeed it is necessary to take into account not only the often opposive 
points of view but also the complicated economic data, to which we 
referred briefly at the beginning of this report. These reflect clearly 
the lack of homogeneity in the supply of electrical energy, a service 
which is neither one in its nature nor homogeneous in its realisation. 


The service of electricity is threefold. The fact that the consumer 
can resort to this form of energy, in a word its provision, is a first 
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service which is very costly in itself. The fact of giving the consumer 
a certain possibility of consumption, even if not used at all times, in 
other words, putting a certain energy at his disposal, is a second. The 
only service to which the general public gives thought, the effective 
consumption of certain quantities of energy, comes only as an addition 
to the two first services, and does not inevitably represent the most 
expensive one. 


The cost of these different services varies according to whether it 
is a matter of massive and regular consumption, supplied in high 
tension in the vicinity of installations concerned with production or 
transportation, or, on the contrary, to small and mostly occasional 
consumption, supplied at the and of a long series of successive lines, 
to a consumer difficult to get at. Also, according to whether it is a 
question of supply at the peak, at the time when the demand greatly 
overtakes the normal supply, or else at slack hours when, on the 
contrary, supply is super-abundant. 


The setting of this complex rate fixing has not been done without 
sustained efforts, and is still incomplete. Electricité de France has tried 
to make progress in resolving this problem by going from the simplest 
to the most difficult, whether it concerns the number of consumers 
implicated, or the difficulty of adaptation from the economic to the 
social. In this way they have been able to come rapidly to agreements 
with heavy industry, agreements which have fixed very high tension 
rates. High-tension rate fixing has been settled in principle and in its 
application by the Green Tariff, the fruit of extensive study. It was 
only afterwards that the reshaping of low-tension rates was tackled, 
by successive approximations of which the last development has not 
as yet been reached. 


If the nature of public service is furthermore marked by the 
necessity of statutory texts (articles and conditions) preceded by wide 
and long consultations with the interested parties under various repre- 
sentations, the industrial and commercial character of these tariffs 
bring out in strong relief the relationship of the private claim of the 
creditor on the debtor which marks the settlement of debts contracted 
by the consumer, a characteristic form of a liberal economy. 


Competition is certainly the touchstone of industrial and com- 
mercial activity in a system of economic freedom. It is, nevertheless, 
a point on which the position of Electricité de France finds itself in a 
somewhat paradoxical position. 


It would seem, at first glance, that since Electricité de France holds 
a monopoly of the distribution of electrical energy its partners, on the 
contrary, could be able to complain of lack of freedom. This privi- 
leged situation, bound to the principle of public service, is undeniable. 
However, there are other fields where the enterprise, in its turn, runs 
into serious restrictions of its freedom. 
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Competition between the various forms of energy is a law of 
progress. However, to the degree where the rules of public service do 
not apply to certain sources of energy, for instance petroleum products, 
there is a definite cause of inferiority for those, who, like Electricité de 
France, are subjected to it. 

Some activities are prohibited to it. Within its own branch of 
production and distribution of electricity, notable areas are forbidden 
to it, either because they are reserved for other public enterprises (like 
the steam-generating stations of the French coalfields—Charbonnages 
de France) or for a private sector (such as the ironworks network). 


It is a privilege of the same order which forbids Electricité de 
France to increase the scope of its activities to include industries or 
businesses connected with electricity, which are not nationalised. For 
example, the manufacture of equipment for production or utilisation 
of current, or the fitting out and maintenance of interior installations. 
which, in short, alone permit the consumption of distributed energy. 
Electricité de France is not allowed to appear in these sectors, not even 
as a witness, as in Great Britain. 


Freedom of enterprise, fortunately, is greater in matters concerning 
the promotion of technical progress. 


The law of progress is seen as much in the operating field of the 
public service as in carrying out its investments. In the former case, it 
is a question of replacement of outmoded techniques by others better 
adapted. Among the most common, let us cite the replacement of 
distribution of alternative current by direct current, the substitution of 
distribution by single-phase by the triphase one, the general supply 
to small consumers at 220 volts. In a more technical field, the protection 
on every level of installations against overloads of all types, the deve- 
lopment of circuit breakers and transformers has had considerable 
repercussions. Soon, work under voltage, progressively introduced with 
all the caution necessitated by a complete change of habits, will bring 
a double contribution: for the consumer, a greater regularity in supply, 
for the workmen of Electricité de France, a more complete security in 
their work. 


In the province of production and transport of electricity, the use 
of mass effect has allowed a closer following of the progress in new 
techniques. The voltages considered up to now as reserved for trans- 
port over long distances are henceforward used for the simple provision 
of current to the vicinity of distribution points: this is the case with 
the network of 225 kV which penetrates into the interior of the Paris 
area. Whereas the exchanges of power from one end of France to the 
other, and even with the neighbouring countries, are made in 380 kV, 
while waiting for the new level of 735 kV. The technical characteristics 
of the steam-generating stations, temperature, pressure, unit measure- 
ment, consumption of calories) go forward by stages every five or six 
years and are repeated identically in numerous normalised patterns. 
The size of hydraulic turbines, like that of transformers, grows rapidly. 
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New procedures in production pass to the industrial stage (gas turbines, 
atoms) or to the study stage (hydro-dynamism magnetos). 


The execution of works is also passing through a rapid change; 
evolution of procedures and materials of civil engineering, methods of 
laying lines, methods of systematic maintenance of installations. 


The particular importance of technical progress in our industry 
results from the fact, in general vaguely perceived and rarely developed 
with precision, that it is essentially a capital intensive industry with a 
coefficient of rapid expansion. Nowhere else than in our industry is 
the rate of capital turnover so slow. In other words, the relationship 
between the value of the installations and the annual turnover as 
represented by the production of wealth resulting from it, is particularly 
great, of the order of 20. Therefore nowhere else, has productivity, 
that is the economy of the factors of production of wealth, so much 
importance. Electricité de France has recently set up the global balance 
sheet of its prolonged efforts with perseverance and imagination. Let 
us be warned at once that, however meritorious and satisfying they are, 
these results may seem less spectacular than some others, as they refer 
to a thankless and even controversial field. 


For a growth of 8% per annum in its deliveries to clients, the capital 
assets of Electricité de France have only increased by 6% per annum 
in the course of the last decade. The difference between these two 
rates, amounting to 2% per annum, measures the growth of the pro- 
ductivity of the capital set up by the enterprise. This is definitely 
faster than the growth calculated for the whole of the French economy 
where, during the same period, the productivity of capital went up 
14% per annum. 


More rapid has been the growth of the return on the primary 
thermal unit of energy consumed in the form of coal, fuel, or gas, 
since in ten years it has attained an average.of 5% per year. The rate 
which is still 3% for the utilisation of substances other than com- 
bustibles. 


This great law of progression of economic yield applies also to 
matters concerning use of manpower. If one merely compares the 
strength of the personnel of Electricité de France with the supplies in 
energy of the enterprise, one can establish that in ten years there has 
been an average growth of productivity of manpower of 7% per annum, 
as against 5% for the working French population as a whole. A result 
due to the technical progress already mentioned (notably in steam- 
generated production), to the improvement of operation methods 
(particularly in. maintenance of lines or operation of transformer 
stations), to the better implantation of distribution services, to the 
automation of technical as well as administrative tasks, and to the 
better officering and the co-ordination of the work of all concerned. 


But if the efforts of productivity having to do with inert equipment 
only stir up technical difficulties, those which concegn personnel pro- 
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voke psychological reactions, or even protests which restrict the 
freedom of the enterprise. 


The relationship of salaried workers with those who employ them, 
command them and provide them with a living, whatever their juridical 
titles, is indeed the grain of sand which causes Electricité de France 
to creak at the limit of economic and social duties. As in all enter- 
prises, anyway, these difficulties are the more serious when connected 
with the remuneration of the personnel than as regards its recruitment, 
training and employment. 


The recruitment and training of personnel of all French enterprises, 
in the course of the last decade, has encountered the after-effects of a 
long past: insufficient growth of the working population and a rather 
neglected professional training. These two constraints hold tightly 
together and their repercussions are frequently cumulative so as to 
form bottle-necks which have fortunately not occurred simultaneously: 
serious difficulties of recruitment, at first for the managerial staff, later 
for the small qualified hands and now for the technicians. In devoting 
very powerful means to this task, Electricité de France has resolved the 
problem without too much difficulty. Special measures, as much in 
remuneration as in information, have helped in finding engineers, The 
replacement of state technical training by Electricité de France trade 
schools now gives numerous classes for young qualified workmen. The 
multiple efforts towards internal professional improvement in this 
establishment increase the technical competence and specialisation of 
intermediary personnel, usually called “Mastership” and “Technicians”, 
This latter effort more particularly demands a close collaboration with 
the personnel on the spot, represented by its unions. Despite reci- 
procal goodwill, its application does not always go smoothly. 


All the same, in matters relating to the employment of personnel, 
its assignment, its transfer, special statutory rules only point out and 
anticipate the evolution of collective conventions of private law, and 
have helped to find formulae acceptable to all. In any case the partial 
freedom left to Electricité de France in a system of private enterprise 
has permitted it to obtain satisfactory results on these various points. 


It is not the same thing (one cannot hide the fact) in some fields of 
personnel management, and particularly with regard to remuneration. 
Some important correctives to the customs of the private sector, both 
industrial and commercial, have been brought in from the start by the 
Staff regulations of the Electrical and Gas Industries, a system which 
is applied not only to the National Enterprise and to other collective 
enterprises (such as state-managed distribution services) which have 
survived form the ancient state of affairs, but equally to the personnel— 
certainly very few—-of the small private enterprises in the sector 
expressly excluded from Nationalisation. We find ourselves here at the 
point of convergence of the three notions of public service, of industrial 
enterprise and of, public establishment. 
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In view of their method of activity and of past mistakes, both 
management and personnel of Electricité de France insist that this 
system of management of personnel stay as close as possible to that 
of the private sector, at least as regards the advantages. It is, however, 
unfortunately one of the fields where, in France, as in many other 
countries, the rift between private and public sectors is getting deeper 
and deeper whether regarding the methods of remuneration or their 
amount, 


Far more serious than these difficulties of practical application of 
the staff regulations, are the matters in dispute over its interpretation, 
which come from a progressive estrangement in the manner of reasoning 
of the three parties. Management has the main task of safeguarding 
whichever of the recognised factors of the present wages law appear 
positive, that is to say, fundamentally the power of economic appre- 
ciation within the framework of a healthy management, the right of 
free discussion with the personnel, the ultimate power of decision, 
including the risks which this might bring forth. The personnel, repre- 
sented by the unions, seeks (and this is perfectly reasonable from its 
point of view) to anticipate social evolution principally with regard to 
the sharing of the fruits of labour and the manner of discussion and 
procedures for reaching decisions. The public authorities take a stand 
on the right of intervention purposely provided by reason of the public 
‘service nature of our activity, and on the character on the public under- 
taking which they see predominant, if not exclusive, in Electricité de 
France. They insist on the one hand upon a procedure of discussion, 
and on the other upon principles and standards of remuneration, which 
‘have nothing more in common with those of private enterprise. 


Here is the point of junction, or rather friction between the 
industrial and commercial enterprise and the public establishment. 


In its very form Electricité de Frarice is assuredly a public enter- 
prise. This character is not only indicated by the methods of control 
and guardianship on the juridical level of its operation, but also and 
‘mainly through the manifestations of a fundamentally public conception 
‘in the essential fields of financing and development. 


It is normal that Electricité de France, since it is responsible for 
maintaining an important public service, should be subjected to control 
by the public authorities. Gigantic monopolistic enterprise that it is, 
it ought to be subject to their supervision. The form of public enter- 
prise which has been given to it involves also, indirectly at least, 
‘participation of the State in its operation. However, all these good 
‘reasons do not justify the multiplicity of controls often badly co- 
ordinated. 


MR. CHEVRIER’S REPORT 223 





Control a posteriori of financial management by .auditors similar to 
those of limited companies, in the first place, then by the Committee of 
Verification of Accounts of Public Enterprises, functioning within the 
framework of the Audit Office, gives results which are judged satis- 
factory by everybody. Again, may one express regret that these two 
procedures should have been over-separated, when they could have been 
fused advantageously. 


The duality of permanent control assured by the Ministry res- 
ponsible for technicology (Ministry of Industry) and by the Ministry 
of Finance, would gain, too, by being if not unified, at least arbitrated 
beforehand. But the host of specialised controls which encircle the 
enterprise, like they do all public, if not private organisms, in a 
network of formalities and requirements, appear to many good minds, 
not only within but without Electricité de France to possess as a result 
of the overloading of management and the consequent delays in 
execution, more disadvantages than real efficiency. 


However this, somewhat exasperating point of view, of the relation- 
ship between administration and nationalised business, ought not to 
conceal another aspect which, if it does not lend itself to such easy 
developments, has nevertheless quite different theoretical and practical 
value: I am speaking of the direct intervention of the State in the 
actions of the management of the enterprise. 


All nationalised enterprises are indeed placed not only under the 
control, but also under the guardianship of the State. How does the 
exercise of this tutelary power reconcile itself with the autonomy which 
the legislator intended to grant the enterprise? Up to what extent 
can administration interfere in a nationalised business without ham- 
pering the principle of autonomy written into the law of its respons- 
ibility? The problem is the more crucial for Electricité de France 
because, by reason of its importance as a public service, and an enter- 
prise and the consequences of its behaviour for the economic life of 
the nation, state intervention is especially strict in many fields. 


The fact that one-third of the Governing Body of Electricité de 
France is composed of state representatives is a natural corollary of its 
nature as a public enterprise. But besides this, the Government has 
reserved to itself the right to elect all the members of the Governing 
Body, even those who do not represent the State. This has already 
proved a source of conflicts more or less overt. It is admitted in 
principle that the State’s administrators hold a particularly important 
place in Electricité de France, this phenomenon being less noticeable in 
other nationalised enterprises. It constitutes, certainly, a pledge of 
competence and efficiency, to which tribute is unanimously given. But 
this personal action, especially that of the President of the Governing 
Body, who is always chosen from among the representatives of the 
State (this is not a rule but a custom of long standing), tends to 
increase the real, influence of the Government over the management of 
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the enterprise influence which results, basically, from the direct inter- 
vention of the State in the key-fields of finance and development. 


State intervention in the field of finance is manifold. Here we can 
perceive three principal points of impact: receipts, through the expe- 
dient of tariffs, expenses and investments. 


In the (normal) framework of the idea of public service, the State 
has already exercised, in the first place, a legitimate control over the 
general level of tariffs and their structures. This was done through 
the articles and conditions. In them, it is provided, in particular, for 
any considerable variation in prices (or, what comes to the same thing, 
reduction in the value of money) that the tariffs will vary, more or 
less proportionately, as a function of a quarterly index. The definition 
and the mode of computation of this electrical economic index vouch 
for its economic equity and mathematical honesty. Here again the 
State should not block the publication of this index by retusing to 
allow it to appear, except at rare intervals. Although artificially 
lowered, it seems in the eyes of the consumers, to mark too great a 
jump, since it has accumulated for 5, 10 or 20 quarters. So, during the 
almost continuous period of devaluation which France has experienced, 
the increases in tariffs always appear too large, although they have 
always remained behind the real increase of the items constituting the 
index. Since 1938 the average coefficient of increase in the tariffs of 
electricity in France is from 14 to 20, while prices, wholesale as well 
as retail, appear in the index as 32 to 40. The devalorisation of tariffs 
is nearly double the real decrease of the Cost Price, which in stable 
currency is about 2% per annum. This cannot be maintained without. 
questioning again the very principle of the financial equilibrium of the 
undertaking. 


Therefore, it is not only a temptation, but rather a necessity for 
the Government to intervene more or less directly in the annual 
expenditure of Electricité de France. Indirectly, by pressure exerted 
over the level of remuneration of the staff which, added to the effort 
for productivity alluded to above, has forced Electricité de France, 
willy-nilly, to beat a record which it regards as less enviable than the 
technical records of which it is proud. And when we consider, in ail 
the economic sectors, private and public, an inevitable tendency towards 
a rise in the proportion of staff expenditure everything included, as 
shown in their cost price, we see that in Electricité de France this 
percentage has remained constant for the last twenty years, at less 
than 25. 


This intervention of Public Authorities in expenditure is sometimes 
more direct. Whether, through authoritative proceeding, they reduce 
financial charges which we shall see in a moment how little rationally 
they are increased by the principles of financing adopted, or that, when 
the annual budget of the undertaking is to be approved, they suggest, 
as a preliminary condition, reductions of expenditure. Whether these 
bear on overhead expenses or on commercial development costs, or 
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even on the installations maintenance credits, these savings are more or 
less factually realisable, but the principle involved is always contrary 
to the freedom of management of the enterprise. 


It is, however, in the department of investments financing that state 
intervention is fraught most heavily with consequences. Industry 
having an important sub-structure, economic sector in rapid extension, 
the production and distribution of electricity, in all latitudes and under 
all systems, have need of considerable capital in order to make massive 
investments. It is a financial tradition in a liberal economy to have 
recourse, in order to achieve this, to all sources of financing and these, 
in short, may be summed up into three types: 


increase of capital belonging to the enterprise, so as to cope with 
its development; 


recourse to credit, in order to spread the financial burden between 
security holders and between the generations; 


own resources, obtained by the enterprise from its own revenues, 
that is, not only its profits, but the amounts set aside for renewal 
of its installations. 


While waiting for these to become unfit for service, one can indeed 
count on the rate of expansion in order to utilise the treasury of surplus 
funds deducted, progressively, from the growing returns, on renewal 
expenses which will effectively be needed to replace out-of-date 
installations. 


In an enterprise like Electricité de France, where this phenomenon 
is in full play, it would be possible to have important auto-financing 
without profit in the book-keeping sense of the word. ` 


Now Electricité de France is in a very bad position for a choice 
between these three sources of financing. 


Its pressure on tariffs has led the State to admit, to advise, to 
impose even, an annual balancing of accounts, which not only cuts out 
all possibility of profits, but also does not allot its full share to 
amortisation to the extent where this would condition substantial auto- 
financing. Then, taking into account the ever-increasing repayments on 
loans, the share devoted to the actual financing of investments though 
the own resources of the enterprise becomes smaller and smaller, if not 
negative. 


In deciding on Nationalisation, the State has put an end to the 
intervention of private capital, but has not recognised its obligation of 
replacing it by public capital. To this end, it invokes a politically 
popular principle, that-of non-taxation of public services, which in this 
instance is very much beside the point: it is not indeed a question of 
making the taxpayer support the cost, but of associating the nation in 
its most communal form with the creation of wealth which will benefit 
it later. The benevolent character of the actions by which, at long 
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intervals, the State bestows various grants in capital to nationalised 
enterprises, harms not only the principle of management but also pre- 
judices the judgment passed on them. In any case the sum of these 
grants is far from attaining the necessary level—one-third—fixed in 
healthy private management, as the minimum needed for this type of 
financing. 


Ultimately, it is upon the loan that falls the responsibility, in a 
permanent fashion which becomes structural (and that is the serious 
part of it), of financing a far too great portion of the investments 
made by Electricité de France. The consequences of this are, alas, 
promptly seen. The impossibility of finding the necessary amounts in 
the money market, private or public. The more so that, where private 
loans are concerned, the intervention of the State in another sector, 
that of credit, forbids even to consider the possibility of raising the 
sums needed. Financial charges of interest payments, as well as 
reimbursement of capital, growing at such a rate that both the dis- 
appearance of any auto-financing and the imbalance of the yearly 
accounts force the Government into emergency palliatives which only 
delay the fundamental solution. 


It is in view of the growing importance of these financial problems, 
result of state intervention in the management of the enterprise, that 
the former is led to assume an even more severe interventionist position 
in order to combat the cause of these difficulties, which is also the very 
end of the public establishment, namely the development of the activity 
of the public service entrusted to Electricité de France. 


It is through the expedient of the difficulties of financing that the 
public authorities are brought to curb the rhythm of the investment 
operations of Electricité de France. The implementation of new pro- 
jects deemed necessary by the enterprise, admitted by the authorities of 
the plan in the programme laws, are adjourned or slowed down through 
the express intervention of the Ministry of Finance. Now it had 
already been necessary to pass over this opposition primarily in order 
to have the works accepted in plans and programmes. Still further on, 
at the level of planification itself, the administration contests in bulk the 
hypotheses of development whose elements have been recognised as 
analytically valid, modifies the balance between the investments of the 
different sectors of the enterprise as recommended according to the 
experience of its own management, favours one means of production 
at the expense of another, clips the margins provided for coping with 
failures of equipment, with the hazards of hydraulicity or of the trade 
cycle. 


Finally, and mostly, it is the development itself of the utilisation 
of electrical energy which is questioned, more or less openly at certain 
levels of the administration. The ever-growing recourse of industry 
to this kind of energy appears to have a redoubtable future. The too 
rapid development through electricity of the comfort of the private 
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user seems an eventuality open to criticism. So the public enterprise 
has some trouble, not only in having its objectives accepted, but also, 
in defining clearly and pursuing steadily a commercial policy both 
broad and shrewd. If is often in this field that it is reduced to half 
measures and subterfuges. 


As one will certainly have felt throughout this rapid survey of the 
problems which face Electricité de France through its threefold 
character, the danger of the present situation does not lie so much in 
the intervention of the public authorities, which certainly has its justi- 
fication and its rules, as in the anarchical and occult nature of this 
intervention. 


The State must, assuredly, intervene on two grounds. As repre- 
sentative of the owner of the properties of the national enterprise 
(which is the nation), it exercises control over the rectitude of the 
management. As sovereign, it is for the State to define the general 
interest and submit the national enterprise to it. These two grounds 
do not intermingle, and neither of them could justify combined mana- 
gement by the State, which a former Prime Minister called “immediate 
management”. 


The ambiguity comes probably from the fact that no one has ever 
defined the aim of a nationalised public enterprise. In 1946 one merely 
said that it was not profit but to serve the general interest. But ought 
this to be envisaged from the angle of the entirety of the users of the 
public service? This without in any way neglecting the more general 
interests of the nation, these being defined as a framework sufficiently 
detailed as to be efficient, but also broad enough to allow of auto- 
nomous management. Or perhaps, on the contrary, is the idea of 
public service finally altogether secondary? 


The forces at work which support the motivations of the State then 
appear most complicated. They should continually keep the balance 
between divergent interests and decide which one should have priority 
in order to satisfy the general interest. One can estimate, then, that 
a good way of ensuring the predominance would consist of national- 
ising the main industrial public enterprises, so as to avoid the setting 
up of new economic feudalities. However, this would lead, by a 
radical distinction between the public and para-public sector and the 
private sector, to an essentially juridical conception which has no 
economic basis and whose too systematic implementation leads to 
serious distortions. This also gives free rein to the temptation, already 
natural in civil servants invested with responsibility in these public 
enterprises, to consider them, in contempt of the idea of public service, 
as unfixed entitjes finally convenient to the play of politics. 
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Rather than allow oneself to be drawn, more or less consciously, 
towards state management, whose dangers are seen at the level of 
principles as well as on factual grounds, it would be better in our 
opinion to play the game of nationalisation which entails a devolution 
of authority, but also the affirmation of responsibilities. Thus we will 
find our way back to the line of the search for freedom in the service 
of man. 
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COMPLEMENTARY REPORT BY MR. FRANZ HINTERMAYER, 


Managing Director of the Austrian Electricity Supply Company, Vienna 


Mr. Chevrier has described in an extremely interesting and out- 
spoken fashion the experience of the EDF (The French Electricity 
Supply Company). In Austria conditions are rather different. EDF is 
a typical example of one form of management of the electricity supply 
sector; the Austrian electricity supply company is typical of another 
form. 


In Austria, too, direct state intervention in industry and other 
sectors of the economy has given rise to friction. Where such inter- 
vention has taken place the representatives of the State are frequently 
civil servants rather than democratically elected persons. Generally 
speaking—~and to a considerable extent unavoidably—the officials 
appointed are unfamiliar with the branch in question and do not have 
the knowledge required for the proper management of a complex 
economic entity. In the different countries where this situation has 
arisen the problem has been overcome in a variety of ways. 


In France, nationalisation has been complete and effected on a 
centralised basis. As Mr. Chevrier has pointed out, EDF, for a variety 
of reasons, is endeavouring to preserve an industrial and commercial 
character and is managed along industrial and commercial lines. The 
main concern of its customers, however, is to be supplied with electricity 
cheaply. He has shown the impossibility of providing electricity 
cheaply and at the same time guaranteeing a continuous and adequate 
supply. The consumer does not realise that ensuring continuous supply 
is an expensive process. On the other hand, it is essential that power 
supplies should always be available, regardless of difficulties. 


The United Kingdom, where the industry is managed by the British 
Electricity Authority, has adapted a form of management similar to 
that in use in France. Italy recently adopted a similar approach when 
the numerous private electricity undertakings were nationalised and 
brought under a single agency, the ENEL. 


In Austria a different method has been adopted. The basic 
nationalisation instrument—the 1947 Act—did not provide for either 
complete nationalisation or a centralised organisation. The nature of 
Austria’s Federal Constitution made it preferable to effect national- 
isation on a federalist basis. For this reason no radical change has 
taken place in the actual organisation of the electricity supply industry 
in Austria. 


For those of you who are unfamiliar with the position in Austria I 
should like to give here a brief outline of the 1947 Act. 
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The Act affected companies of the following types: 


(1) Companies wholly owned (in effect, but not in pursuance of any 
specific legislation) by and supplying individual provinces; 


(2) Municipal companies owned by five of the provincial capitals 
and catering for their respective areas; 


(3) The special companies responsible for the construction and 
operation of certain large power stations, concerning which the 
Act provides that the federal authorities shall be granted 50% 
of the shares of all such concerns; 


(4) The co-ordinating company (Oesterreichische Elektrizitätswirt- 
schafts-AG), which is wholly owned by the federal Government 
and is responsible, inter alia, for— 

(a) administering the shareholdings of the federal Government 
in the electricity sector (thus it has the character of a holding 
company); 

(b) matching the supply of electricity to the demand for it 
throughout Austria; 

(c) erecting and managing a co-ordinated high-tension supply 
network; 

(d) promoting the construction of large power stations by com- 
panies already in existence or to be established; 

(e) approving electricity supply agreements concluded with 
foreign countries, 


In addition to the undertakings covered by the Act there are instal- 
lations owned by the federal railways, plant operated by industrial 
undertakings to meet their own consumption needs, secondary municipal 
power stations, co-operatively owned stations and privately owned 
stations. 

The Act covers 23 undertakings, which in all account for 89% of 
electric power production. There are 200 other companies selling 
electricity to the general public; they include 60 small municipally 
owned stations, 40 co-operatively owned stations (supplying 1% of 
the total) and 80 private companies (4%). Thus non-nationalised com- 
panies only have a modest share of the market. The plant established 
by industry to meet its own consumption needs represents about 20% 
of total installed capacity. 

Most of the undertakings in question (with a few exceptions, 
including in particular the Vienna municipal power station) are joint- 
stock or limited-liability companies. 

At first sight the plurality of existing forms may seem disap- 
pointing; but the position is not different from that in countries in 
which electricity has not been nationalised. The Act nationalising 
electricity in Austria has hardly given rise to any changes in patterns 
of ownership; even before its adoption practically fhe whole of the 
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electricity supply sector was under public ownership. The 1947 Act 
should rather be considered as a basic legislative instrument laying 
down a new organisational pattern for the sector. Moreover, not- 
withstanding nationalisation, there is still a certain amount of com- 
petition within the sector, just as there is in countries in which 
electricity supply is partly or entirely under private ownership. 


It may be asked whether nationalisation has benefited the consumer. 
First of all, let us consider the question of prices. There is an index 
electricity price movement in Austria. If one takes 1938 prices as 
forming a base 100, the average index of prices charged at present is 
254; for domestic current the index stands at present at 165 for the 
country as a whole and 80 for the city of Vienna. These figures are 
amazingly low, especially when one bears in mind the fact that the 
cost-of-living index has risen tenfold since 1938 and the index of 
building costs—a vital factor in determining the price of electricity— 
from 100 in 1938 to 1,350. Thus over the period of nearly 30 years the 
price of electricity in Austria has risen only slightly, and in Vienna it 
has actually fallen. The price charged is one of the lowest in Europe. 
This may be considered as a major victory for this form of 
organisation. 


One of the principal reasons for this trend has obviously been 
technical progress in hydro-electric power stations which has gradually 
made possible cost reductions over the years. Similar trends have been 
observed in other branches of industry. 


However, the fact that the price of electric current has not risen in 
parallel with other prices has discouraged capital movements into the 
sector as the return on capital is greater in other branches of industry. 
The only advantage of the electricity supply sector is that “it is a safe 
investment”. 


In Austria, as in nearly all other countries, a substantial proportion 
of the nation’s investment goes into electricity. In Austria, a few years 
ago, it was estimated that the volume of investment effected annually 
was approximately 44,000 million schillings (appr. 22% of the national 
income). During the last 10 years from 4,000 to 5,000 million schillings 
have been invested in the electricity industry every year. 


It must be admitted that the problems of ensuring the continuous 
and adequate supplies to which all consumers are entitled are many 
and serious. As I have already pointed out, this requirement is not 
necessarily compatible with cheapness. 


Demand must be met even during peak periods. In Austria the 
problem is particularly difficult owing to the fact that the volume 
of river flow is extremely irregular, varying by as much as 30% during 
the year. This will give you an idea of the difficulty of ensuring 
regular supplies, especially when one remembers that 65% of all 
Austria’s electricity is obtained from water power. We have therefore 
no choice but to make arrangements to import power from other 
countries. In this respect co-ordinating machinery at the European level 
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would be extremely valuable to us. We have a high-tension network 
and adequate links with those of other countries and could therefore 
make full use of the servilities which such a body could offer. This is 
unfortunately not the case with the BEWAG (the Berlin electricity 
supply company). 

Another problem arising from the organisational structure of the 
electricity industry in Austria is the fact that the primary concern of 
the companies owned by municipal and provincial authorities is that 
of keeping prices down, while the co-ordinating company and the 
special companies are principally concerned with ensuring adequate and 
continuous supply now and in the future. As there is no clear line of 
demarcation between the two functions, disputes have occurred between 
different agencies and are becoming in fact more and more frequent. 


Other structural and organisational difficulties have arisen during 
recent years as a result of competition from other sources of energy— 
coal, oil, gas and (during the last few years) nuclear power. Similar 
problems have arisen in every country in Europe. In Austria the 
coal industry enjoys more official protection than the electricity 
industry; there is also competition from the oil industry (which enjoys 
many privileges, particularly as regards customs duty) and is con- 
tinually upsetting price patterns in the energy market. For this reason 
the coal industry has been given a guaranteed market in the electricity 
industry. The units mainly concerned are the thermal stations owned 
by the co-ordinating companies and the Vienna municipal council and, 
to a lesser extent, the Upper Austria Electricity Supply Company. 


This problem is not peculiar to Austria; as far as I know, it exists 
in every country in which substantial surpluses of coal occur from time 
to time. The development of the use of oil and other sources of energy 
has given rise to problems of a worldwide character which can only 
be appreciated if one examines the situation on a world scale. Allow 
me to give a few figures fo explain what I mean. 


Every year world consumption of energy increases by 5%. The 
demand for electric power increases by 8.6% every year. The trends 
in Europe are of a similar order. On the other hand, in Europe at 
least, supply is not keeping pace with demand; during the last few 
years production of energy has hardly increased at all. This explains 
why the European member. countries of the OECD have continually 
had to increase their energy imports; by 1970, according to reliable 
estimates, 43% of energy requirements will be met by imports. Imports 

of oil alone will cover 35% of total requirements. 


In this context Austria enjoys a relatively favourable situation; it 
has a large potential supply of hydro-electric power, only 32% of 
which has been harnessed so far. The completion of the new hydro 
stations at present under construction will bring the figure up to 35%; 
but there will still be 65% of total potential in reserve. Even so, 
Austria already has to import power, as it only covers 73%-74% of 
its needs. - 
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Throughout the world energy is continually- in short supply, and 
the shortage is increasing. One can no longer assert that it is due to 
setbacks caused by war damage. Let us take the case of a well- 
supplied country such as Norway, where annual consumption exceeds 
10,000 kWh per head (the corresponding figure for Austria is 
2,450 kWh; in the Federal Republic of Germany it is approximately 
10% higher); the Norwegian authorities anticipate an. annual demand 
increase of approximately 7.2%, which represents a doubling of con- 
sumption in 10 years. Norway is a typical case. It is difficult to 
charge whether this rate of increase will be maintained indefinitely to 
whether it will eventually taper off; but one must certainly expect it 
to be maintained for the next 10 or 20 years. If the demand is to be 
fully met it will be necessary to resort to radically new production 
methods—in other words, to nuclear power. Between now and the 
end of the century it will be necessary to build giant nuclear stations 
to make up for the inability of conventional sources of supply to keep 
up with increasing demand, Atomic power stations are expected to 
have an installed capacity ranging from 300 up to 500 megawatts or 
even more; to build them, the joint efforts of big undertakings—and 
even of big countries—will be necessary. 


In addition, the problem of distribution is becoming increasingly 
acute. The inadequacy of the 110,000 volts network has been apparent 
for some time; today tensions of 220,000 and even 380,000 volts are 
needed; the next stage will be the installation of a carrying capacity of 
735,000 volts to carry the load produced by the new giant generating 
stations. 


This means that the problem of energy supplies in general and of 
electricity supplies in particular will have to be approached from a 
European standpoint. One must look to the establishment of a 
European co-ordinating organisation which would permit a substantial 
reduction in reserves of installed capacity. A sudden stoppage of 
output from a 300-megawatt generating station obviously causes a 
serious over-all shortage; that is why, under present conditions, 
substantial reserves of installed capacity must be kept on hand. It 
would, however, be much simpler to provide a joint reserve for several 
countries. This could be done within the framework of a European 
co-ordinating agency, which would also offer other substantial technical 
advantages, such as the maintenance of frequencies. 


A first step has already been made in this direction in Western 
Europe with the establishment of the Union for the Co-ordination of 
Electricity Generation and Distribution (UCPTE). The members of 
the Union are the six countries of the EEC, Austria, Portugal, Spain 
and Switzerland; they form a frequency block of a total capacity of 
70.000 megawatts. In Eastern Europe the COMECON countries have 
joined together to form a frequency bloc with a capacity of 30,000 
megawatts. Recently there has been considerable discussion of the 
possibility of linking up the two biocs or, at least, of avoiding invest- 
ment in projects which would preclude linking up at a later date. 
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‘The: problem of saving. our old Europe from the disastrous con- 
sequence of the running out of. its energy supplies, constitutes a threat 
of our economies which is perhaps quite as serious as the shortage 
of food supplies. One of the aggravating factors may be the employ- 
ment market situation; for the labour force is fully utilised. Conse- 
quently production can only be increased by. the introduction of new 
machinery, to operate which additional energy is required. In Austria 
we have discerned a correlation between gross national product and 
energy consumption; over the last 10 years both have been rising: at 
a rate of 5% annually. Consumption of electric power alone has risen 
at an annual rate of 8%. 


I-have tried here to outline our experience.in Austria, which in my 
opinion should be of interest to a number of countries in ‘which 
electricity has not yet been nationalised. I have. also tried to 
demonstrate that the problems of the electricity industry ‘must be con- 
sidered at different levels. It would certainly be vain to hope that the 
nationwide problem of electricity supply can be solved at the municipal 
level; it would be equally vain to hope that every aspect of distribution 
and supply, down to the smallest detail, could be handled by a single 
giant organisation. What matters most is that the organisation of. the 
industry should be adapted. to technical progress. The problem is 
almost certainly similar in all the countries of Western Europe, and 
even in Eastern Europe: There are conflicts of competence between the 
‘different companies and agencies involved which have economic and 
political repercussions. To resolve these. conflicts a new approach 
will be required to the problem of competition between publicly owned 
undertakings in a free society. In fact, the nub of the problem is the 
adaptation of the rules of operation of a free economy ` conditions 
existing in a semi-nationalised economy. 


VII. DEBATE ON ECONOMIC RESULTS 
OF PUBLIC AND CO-OPERATIVE 
ENTERPRISE 


CONTRIBUTION BY MR. THEO THIEMEYER !, 
Lecturer at Cologne University 


1. H the ability of the profit scale to produce results is limited to 
the undertakings in private enterprise (i.e. the capitalist undertakings) 
and if its application to the undertakings in the public sector proves 
“inappropriate” (Hans Schueler) or “inconsistent”, the question arises 
of finding appropriate or consistent criteria for measuring the success 
of the public undertakings—public undertakings being all those that 
serve the public interest and are devoted to the fulfilment of “public 
tasks”. While public undertakings are established or taken over as 
“instruments of economic policy”, the free public undertakings devote 
themselves of their own free choice to the aims of public economy. 


2. A contribution to the solution of the problem of measuring the 
success of the public undertaking can be seen especially in attempts to 
correct the method used for assessing private undertakings from the 
point of view of the public economy in such a way that it satisfactorily 
reflects the success of the total (public) economy system. The argu- 
ment for this method is by no means new and has continually played a 
certain role in national economic theory. In German industrial-man- 
agement doctrine the problem has been dealt with thoroughly in the 
discussion of the pros and cons of Eugen Schmalenbach’s public- 
economy standpoint. Schmalenbach’s proposals continue to be capable 
of results even if he himself regarded the profits of private economy 
as the scale for measuring public economic success—in which his 
critics rightly see an inconsistency. A similar line on measurement of 
success in the context of the public economy is taken in the discussion 
renewed—though not initiated—by William Kapp concerning so-called 
social costs and social benefits that have been exhaustively treated in 
recent years in the literature on political economy. In this connection 


1 Mr. Thiemeyer was prevented by grave family circumstances from attending the 
Congress, but sent the text of his statement to be read by Mr. Lothar Neumann, also 
a lecturer at Cologne University. 


A 
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the demand was repeatedly made for a developed system of assessment 
that would confront private industrial costs, including social costs, 
with private industrial yield, including social benefits, to give a kind 
of. “balance assessment” in the total economy view (e. g. by Elisabeth 
Lauschmann). This proposal offers good initial. results, but not as 
good as ‘generally valid scales which permit the‘quantitative study of 
social costs and ‘social benefits. Extraordinary difficulties arise which 
may explain why this idea, in spite of its evident SE has not: yet 
led to a practicable result. 


3.. Another means of assessment, based on the “institutional pur- 
pose” of undertakings (Gerhard Weisser) seems to offer concrete points 
of departure, though it too will prove difficult in later stages: the test 
begins with the precise definition of the public tasks of an actual public 
undertaking. The object to be achieved within a certain time is pre- 
cisely defined and appropriate standards are set using—as far as 
possible—quantitative methods, Contrary to the prevailing opinion, 
the: applicability.of such methods by no means ensures the objectivity 
of the standard (by which is to be understood independence of the 
judge’s interests), as. the relative importance of the phenomena that 
any standard. assumes already implies a value judgment. Nevertheless, 
the applicability of quantitative assessment facilitates impersonal 
examination in the cases where an agreement is reached on the scale 
to be applied. In so far as the degree to which the objective of a 
_ public undertaking is reached can be quantitatively expressed and 
given. a mathematical form, one speaks of its “ultimate function”: 
However, formal inferences concerning ultimate function using purely 
mathematical symbols fail in practice in their purpose. They need 
to be defined in material terms. Many facts that are in the traditional 
view not susceptible to quantitative expression are quite susceptible 
.to it by modern methods—at least, they can be arranged by ranking or 
according to graded or other scales. Inclusion of success factors in 
such scales already enables us to make a large number of predictions 
that are relevant to industrial-management theory governing public 
undertakings. Industrial-management research in this field is not far 
ane advanced for other forms of scaling. 


Discussion.) In the literature the view most often nen 
is re all efforts to measure the successes of economic formations must 
be concerned primarily with fixing the objectives and secondly with the 
determination of the appropriate scales of assessment and: criteria. 
Lately attention‘ has rightly been drawn, in connection with the more 
recent development of scientific’ thinking, to the fact that operational 
definition of objectives consists in nothing other: than the establishment 
of: scales to determine the nature of the objectives. Im other words, 
definition of objectives is by its very nature the setting of scales for 
the measurement of charges in the actual situation towards achieving 
the objective, or (in the. case that the opposite of success is achieved) 
away from the objective. The assertion is logically sound, but con- 
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tributes little to the illumination of the practical course of research; 
for the scientific function of the industrial-management theory govern- 
ing public undertakings in the first instance consists in the deter- 
mination of the operational nature of as yet vague and uncertain 
projects expressed in everyday speech (as a means of real definition) 
and, in the last instance, in the working out of scales for the measure- 
ment of success which, for economic reasons, perhaps replace scales 
that may be of greater validity (e more precise in the definition of 
objectives), but which reproduces the given properties of the case in: 
point sufficiently faithfully and seems appropriate for application to 
actual industrial management. 


5. If we start with the assumption that public undertakings act 
in the public interest, the problem arises how to define the nature of 
this public interest, upon which there can be no single opinion. in a 
multiple society. Which “public tasks’ the public undertakings have 
to fulfil is dependent upon the most widely differing social factors, 
There may be differences of opinion between different public bodies as 
to which public tasks should be carried out by the undertakings for 
which they are responsible or in which they are influential. The 
meaning of public tasks may vary from district to district, from country 
to country. And the management of an inter-regional supply company. 
may have a completely different idea of the “public interest” from that 
of the management of many a communal undertaking. In short, the 
question whether “the” public interest exists in philosophical terms 
and can be philosophically or ethically justified, must here remain 
unanswered. It must be assumed that the most widely varying views 
exist on what should count as the “public interest” and “public duty” 
according to political or philosophical attitudes or regional peculiar- 
ities. This raises no special difficulties for the method of investigating 
success under discussion: it is enough to achieve the operationally— 
i.e. scientifically satisfactory, or sound and effective, expression of 
the functions and objectives of the individual undertaking, accurately 
determined in consideration of current regional factors. General 
(formal) discourses on the public interest are of no further help here. 
What matters is accurate definition of objectives in a given situation 
for a known undertaking in an existing group of undertakings; what 
matters is the operational definition of the institutional purpose of the 
individual industries in question. 


6. If the objectives are laid down effectively, i.e. for the: public 
undertakings, if the current “public tasks” are precisely defined for the 
particular circumstances, one can attempt to elaborate practicable 
success indices (even several) for the measurement of their success. But 
exceptionally difficult problems already arise at this stage. If one 
sets as the objective of a given public undertaking the promotion of a 
competitive policy, for example by assuming the role of a “cat among 
the pigeons” using competitive prices in a monopolised market, the 
difficulty of findigg an appropriate scale becomes immediately clear: 
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in the discussion on legislation governing trusts, almost all the tests 
to measure market force or “degree of monopoly” made by industrial 
science proved almost, or—like price-elasticity or “cross price-elas- 
ticity” 2—completely unusable (Machlup; Borchardt-Fikentscher, Mar- 
bach, inter alia). Such scales as the difference between cost limits (or 
costs) and monopoly prices prove impracticable or of limited practic- 
ability. Concentration indices, dispersion indices, divergences indices 
no doubt, have a certain power of analysis, but cannot be considered 
as “the”—at most as one index among others to determine the degree 
of monopoly of a sector of the economy. But they tell nothing of the 
conduct of the undertakings in question, although they support 
estimates of the possible success of the price policy of public under- 
takings which may depend on the share of the market. In short, if the 
problem. of finding an appropriate scale to determine the nature and 
degree of concentration of power on markets has proved hard to solve, 
this is even more true of the attempt to make quantitative analysis as 
to how far a public undertaking has succeeded in influencing the degree 
of monopoly in a given sector. More difficult still is the measurement 
of the success of such an undertaking when the effect it produces is 
due simply to its presence: to prove that competing undertakings in the 
private sector—in the instance that there are no public undertakings— 
behave differently on the market is extraordinarily difficult. For 
example, the theory that the so-called “democratisation of the credit 
company” in the main banks—by which is meant the opening of small 
accounts 8 (savings accounts) on the one hand and the granting of 
Small credits on the other, could not have been done so fast without 
the pressure of the savings banks and credit co-operatives is probably 
not unjustified, but it is probably not susceptible of totally conclusive 
proof either. Whether it is possible to find practical, operable scales to 
measure quantitatively the degree to which certain undertakings see 
themselves obliged to change their business tactics or feel “menaced” 
by the mere presence of another undertaking cannot be investigated 
here. Nevertheless, sociological investigations through inquiry in this 
field might contribute to the clarification of this question. Sociological 
field research is probably the only way to maintain the ability of 
market theories in industrial management and political economics to 
produce results. 


7. In practice the measurement of success will have to be achieved 
by the elaboration of a number of indices, at the same time making 
clear ‘the limitations of their power of analysis. One could then 
proceed by purely arithmetical means to seek the development of a 
uniform standard by weighing up the different indices and projecting 
them on an over-all scale. In theory there can be no objection to such 
a procedure, although in practice the judgment of the expert founded 


2 See I. Pacuson: Systematic Glossary of Selected Economic and Social Terms, 
p. 286, for an explanation on the relevant economic theory. 

3. Accounts “which on 31 Dec. 1953 did not exceed DM 10,000 in amount: a term 
used in connection with release of blocked markets” (Gunstog/Corner, Dictionary). 
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on various (mathematical) indices—and on other things besides—will 
be indispensable. 


8. Similar problems also arise in another aspect of “public tasks” 
for which public undertakings may be made responsible in accordance 
with institutional purpose: policy governing the relation of economic 
structure to cultural and social conditions (Strukturpolitik). Even 
though the national product reveals little as a scale applied to the 
total economy, it has been possible to draw a clear parallel between 
the expert analysis of regional differences in the standard of living in 
different parts of the world, or of Europe, or of the European Economic 
Community, or of the Federal Republic, and the social product per 
capita of the populations in those different regions; and this in turn 
allows the conclusion to be drawn that the gross national product per 
capita of the population is a sufficiently accurate index for the purposes 
of our investigation. It should thus be certain that the standard of 
living of the population in question is not defined according to their 
food situation. Nevertheless, in order further to clarify the problems of 
assessment, Lorenz curves 4 might be used to determine the distribution 
of incomes and capital, together with the population figures per square 
mile if—as would evidently be the case—the different population dis- 
tribution proves to be an index for considerable regional income 
differences. 


One might equally consider the number of employed against other 
values (e.g. the gross domestic product per employed person); the 
number of works, too, divided as to large, intermediary and small 
undertakings, permits a certain insight into the living standards of the 
inhabitants of certain areas, and one could include the income tax 
yield or the proportion of car owners. One might even start from the 
so-called regional evaluation, but the statistical data for such inquiries, 
which demand thorough specification of subregional factors, is not 
available. It is quite clear, nevertheless, that all these scales can permit 
a quantitative appraisal of separate factors for those that have in 
view complex (economic, social and cultural) measures aimed at pro- 
ducing “equivalent living conditions’ (Nawroth), or—in the words of 
a law governing the location of premises drafted by the Federal 
Government—at contributing in so far as it is possible to reducing the 
regional decline in social, cultural and economic conditions in general. 


If public supply, transport or credit undertakings show themselves 
to be outstanding instruments of general policy governing the relation 
of economic structure to social and cultural conditions, as well as in 
the specialised field of policy aimed at the creation of a “balanced 
structure” in the different branches (Giersch), it is nevertheless easier 
to fix indices to determine the “balance” for the latter which also 


4 “A graphical method of showing the concentration of ownership of economic 
quantities such as income and wealth” (Kendall & Buckland, Dictionary of Statistical 
Terms), D ` 
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bring out changes in that balance (together with any successes the 
policy may achieve). 


9. The question whether a given undertaking has proved appro- 
priate as an instrument of economic policy or not must be kept strictly 
separate from the question whether a given individual industry has 
produced the results expected of it according to rationalistic methods. 
The degree of rationalisation of a factory’s production can be checked 
using operative indices, above all production indices. A large pro- 
portion of the indices applicable to private undertakings can also be 
applied to individual industries not run on free-enterprise principles. 
The means of checking the achievement of complete rational industrial 
production are: comparison within a single works (time-study com- 
parison), comparison between works and finally comparison with 
various standards or ideal values. Yet the assertion that an individual 
industry has been successful in rationalising production does not by 
any means automatically signify that the undertaking has proved itself 
to be the only appropriate instrument for absolving a certain public 
duty. For example, the provision of communications in a rural problem 
area which is to be developed industrially may have been a perfect 
technical success from the point of view of communications; and the 
effect may none the less be contrary to the plan in so far as it leads 
not to the arrival of new industries but to a more rapid departure of 
labour. Other factors must be taken into account for the fulfilment of 
the desired objective, such as the presence of other public undertakings. 


10. This brings us at last to the question—problematic as it is— 
of controlling the function of public undertakings: normally several 
factors are used for the achievement of a single objective. One 
can even start from the principle that the realisation of an 
economic objective becomes the easier, the more varied the means 
contributing to its realisation are, For the public undertakings this 
means that in order to develop an area—take again the rural problem 
area—according to the structural policy (relating social, cultural and 
economic elements), it is necessary to ensure the planned co-operation 
of undertakings to supply transport, power, water, credit facilities, etc., 
not to mention the numerous measures for public administration. If 
these various measures prove successful, the question still remains 
which of the many factors—which of the means, which of the public 
undertakings—have contributed to the success and to what extent. Put 
it: another way: what measure of success is due to the individual 
undertaking? Here, as in many other spheres of economics (e.g. in 
distribution theory and costs theory) the problem of attribution once 
again arises—a problem that has no precise theoretic solution. 


11. Yet one can qualify as a success of the public undertaking only 
that contribution which the undertaking in question made to the total 
success. A concept of success which limits itself purely to the 
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measurement of the extent to which a given situation approaches the 
desired situation, but which ignores the question of the extent fo 
which individual factors contribute to the change (Heiner Flohr), may 
under certain restricting circumstances prove fruitful in studies of 
successes in the total economy, but is of little use as part of a theory 
for measuring the success of public undertakings. 


12. So although one cannot accurately measure the contribution of 
the individual instrument to the total success when different elements 
combine for the realisation of certain public economic aims—which is 
in any case scientifically unsatisfactory—one can elaborate demon- 
strably adequate theories as to which factors (instruments, economic 
measures) must be combined to achieve a given objective. Theories of 
this nature are called multi-factor theories. All economic action 
basically springs from the assumption of the validity of such theories. 
Single-factor theories—those which go into the effect of only one factor 
(one measure, one condition) and ignore the effect of others all other 
things being equal)—are, at most, useful for abstract analyses. Eco- 
nomic practice employs almost exclusively multi-factor theories, varied 
and diversified to suit the case. 


13. One might try approximatively to determine the effectiveness 
of a given factor (e.g. of communications measures) by comparing two 
similar situations—one in which the factor is operative, one in which 
it is not. But such an experiment, if it were feasible, would still only 
be relatively effective: it might be that the application of the factor in 
question brought the otherwise less influential factors fully into play 
for the first time. Over-all success cannot therefore by any means be 
attributed to the extra factor alone, since the other factors only become 
properly effective once it is applied. Thus, for example, the proper 
relation of transport to supply undertakings in the economic, social and 
cultural development of an area may only become effective when the 
corresponding (complementary) credit policy is applied. 


14. One might avoid the whole problem of quantitative assessment 
by limiting oneself to stating the views of certain competent bodies on 
the success or failure of given public undertakings. For example, the 
inhabitants of an area being developed by a public transport under- 
taking could be asked to what extent they are satisfied with the per- 
formance of “their” undertaking, and likewise for the supply under- 
taking. Similar questions might again be asked of the members or 
customers of a co-operative society. The results of such inquiries as 
to how far those concerned are satisfied with the performance of an 
undertaking which affects their living conditions can be an important 
gauge of its success. It is a decisive criterion, if it is only or primarily 
a question of impressing those concerned with the performance of the 
undertaking and of leaving the impression of a satisfactory activity, 
while it in no way has to depend upon any real circumstances. But it 
must be taken igto account that opinion about the success or failure 
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of a public undertaking may be influenced by prejudices of. a political 
nature and made to pass as “public opinion” over a long period by 
pressure groups. It depends upon the quality of sampling and the 
skill of the person conducting the inquiry whether such influences are 
detected. Sociological methods of assessment such as this are capable 
of supplying a weighty contribution towards answering the question of 
how far public undertakings have succeeded in meeting actual needs 
of certain sectors of a population in the best way, in the view of those 
affected. This method of asking the subjects of a State has recently 
been proposed as the general scale for measuring the success of a 
State’s economic policy (Guenther Schmoelders). This would suggest 
that it is only and exclusively the opinion of the citizen concerning 
success or failure that counts, irrespective of whether this judgment is 
based on the real situation about which assertions are being made, or 
not; for example, the success of a policy concerning the stability of a 
currency might be reckoned purely according to the view of the citizens 
given in answer to an inquiry, depending purely and simply on their 
impression of its development—-i.e. upon their awareness of the cur- 
rency value. This makes it immaterial whether the view of the majority 
of those questioned corresponds to reality or not. With regard to the 
judgment of the success of a currency stabilisation policy this means 
that one is not concerned with the changes in buying power indices 
and rates of exchange. | 


In judging the performance of public undertakings the degree of 
satisfaction of those affected without doubt offers one scale for 
measuring success, but only one among others—even if it is the more 
important. Others, independent of the opinion of those persons, must 
be taken into account. 


As it is basic to the measurement of success in public undertakings 
as a rule, that the reliability of any single success index must be small, 
it will be necessary in the majority of cases to consider a multiplicity 
of such indices or criteria. 


15. Reports on the success of public undertakings might be com- 
posed using something like the following procedure: as is customary 
today in analyses in the domain of empirical social studies, the pro- 
cedure used is first described, the application of the selected success 
scales and criteria are substantiated and their reliability critically 
presented, bringing out the relative importance given to each pheno- 
menon in the composition of the scale, and its significance. The 
critic of such methods may accept the relative importance attributed 
to the phenomena as proposed in the analysis, or he may—according 
to his different approach—reject it. If he rejects it, the method in 
question has no application for him, just as for a sociologist an inquiry 
is of limited validity if in his view the method of inquiry is unsuited 
for application to the given situation. As in every empirical analysis, 
the substance of the analysis must be critically appraised. 
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The fact that the personality of the man making the analysis affects 
its outcome should not be taken as a reason for concluding that the 
method used lacks objectivity. Its objectivity is sufficiently assured if 
the premises determining the choice of the procedure are explicitly 
established. Indeed, a system of politically oriented premises is often 
concealed behind what are claimed to be “purely objective”, “purely 
scientific’ arguments. 


16. Meanwhile there is another conclusion to be drawn from the 
fact that the results of appraisals of public undertakings may depend 
on the premises established by the person conducting the inquiry: 
namely that the appraisal should be made simultaneously and inde- 
pendently by different groups of persons. 


First the management of the public undertaking should themselves 
ascertain the reasons for its success. This procedure has the advantage 
that the judges are well acquainted with its day-to-day problems. They 
are familiar especially with the reliability of the material used. On the 
other hand, they cannot fail to be interested in proving the success of 
the undertaking, even if the success does not in the last analysis depend 
upon the rational use of the “managerial factor” which they themselves 
represent. 


An attempt at an appraisal should therefore also be made by those 
to whom the production of the public undertaking in question is 
primarily devoted, e.g. the subjects of the supply area of a supply 
undertaking. They will perhaps consider other criteria decisive for the 
assessment of success than the management did, which may show 
especially in a different order of priorities among the success indices. 
In spite of the acknowledged difficulty of finding a truly representative 
cross-section of the inhabitants of a given supply area (something like 
a consumer council), it is necessary to make such attempts, even if 
with such groups one cannot always be assured of an objective 
judgment. At least a sociological field study of the type described 
above should be made in order to sound the opinion of those affected. 
In spite of the many reservations made, the degree to which those whom 
a public undertaking is intended to serve feel personally satisfied is 
a decisive criterion when that undertaking exists to meet a definite 
demand. 


Success analysis should be carried out independently of the author- 
ities representing the public undertakings as well as of its management, 
e.g. by the municipal and other regional corporations, etc. For them 
success analysis is linked with the question in how far the public 
undertakings under examination have proved the right instruments for 
fulfilling the public tasks. 


In order to judge the effective running of the undertaking from the 
inside, one can hear the views of those working there. Here, too, an 
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inquiry can be revealing; but so also can the considered opinion of the 
workers’ representatives. 


Finally, the success analysis must be entrusted to a group of 
persons independent of all those involved—representative authorities, 
management, employees and those primarily served by the undertaking. 
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CONTRIBUTION BY MR. ALBERTO MORTARA, 
Secretary-General of the Italian National Section of ICRICE, Milan 


(1) When assessing the efficiency of a public undertaking one must 
first of all consider two factors: 


First, the type of undertaking and its position in the market; and 
secondly, the kind of efficiency under consideration, viz. internal (i.e. 
relating to the economic, administrative or technical organisation of 
the undertaking) or external (i.e. seen in the context of the relationship 
between the undertaking and the market). 


The first of these two distinctions is extremely important because 
the courses of action adopted by public undertakings vary according 
to whether they are in a dominating position (as is the case with 
public services and the supply of key products) and to the strength 
of their competitive position in the market. 


The second distinction is also extremely important because the 
social considerations which govern the policies of public undertakings— 
and which have little or no effect on the conduct of private under- 
takings—make their influence felt precisely in the field of the relation- 
ship between the former and outside agencies, i.e. markets. 


(2) From the point of view of the undertaking considered in 
isolation, the normal yardstick for measuring efficiency is whether or 
not profit is earned and the percentage return on the nominal or 
invested capital which that profit represents. 


Profit might seem at first sight a reliable measure as it is simply a 
difference between receipts and costs. 


But in the examination of receipts and costs subjective elements 
creep in which it is difficult to exclude. This difficulty becomes clear 
if one considers, for example, the problem of the value of work-in- 
progress or stock in hand on the receipts side or of committing funds 
for purposes which will not yield immediate results and fixing provision 
for depreciation on the cost side. 


These subjective elements render profit levels by themselves an 
unreliable measure of efficiency even in a private undertaking. They 
affect even more public undertakings, if only because nearly all of the 
latter are continually working to long-range plans. 


To assess operating results more accurately one must either 
establish other indices—regarding the construction of which many 
unsolved problems still exist—or select qualitative criteria. 

The manner of using them will vary according to the market 
position of the undertaking concerned (especially in the case of a public 
undertaking). An index based on value added might, for example, be 
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of particular significance in the case of a public undertaking operating 
in a competitive market, while qualitative controls (relating, for 
instance, to the use of particular techniques, speed of delivery, the 
development and success of research departments and the preparation 
of plans for the future) might be more suitable for undertakings 
providing public services. 


(3) The problem before us today is a more complex and delicate 
one, namely the determination of the efficiency of a public undertaking 
in relation to its outlets; for it is here that measures of general 
economic policy most affect public undertakings, which are the instru- 
ments of that policy. 


The public undertakings in question fall into two main groups: 


(a) undertakings providing public services or key products and 
which are in a dominating market position; 


(6) undertakings operating in partial or full competition with 
others in the same market. | 


Obviously it is not always easy to classify undertakings. Those 
providing public services frequently occupy monopoly positions which 
are more apparent than real, especially when substitute goods. or 
services become available as a result of the development of new 
techniques. This is true, for example, of the railways which are facing 
stiff competition from road transport and increasingly serious compe- 
tition from air transport. It is also true of the state-owned sector of 
the film industry (such as the newsreels), which has to face the com- 
petition of television. The situation is the same in the energy industry 
when a new energy-producing industry left to private agencies (as 
has been the case with nuclear energy in some countries) grows up 
alongside the nationalised industry which continues to use conventional 
methods. 


Generally speaking, however, the distinction applies. 


The behaviour of a public undertaking will clearly be different 
according to the group to which it belongs, and consequently the 
criteria by which one measures the success of one group will not apply 
to the other. 


(4) We shall begin by examining the public undertakings provid- 
ing public services or key products (such as iron and steel or fer- 
tilisers), particularly in the light of experience in Italy. 


The prices charged by public undertakings in these sectors often 
differ from those which a private undertaking would have charged for 
the same goods or services. 


The objective of a public undertaking offering public services is 
‘normally to offer a maximum volume of services (bearing in mind levels 
of potential demand) and to achieve optimum distribution among the 
different consumers and regions. In contrast, the peincipal objective 
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of a public undertaking manufacturing key products is usually to place 
all customers or certain categories of them on equal terms! while 
competing with other producers. 


However, it may and frequently does happen that the prices charged 
for the goods or services supplied fall short—sometimes considerably 
short—of the levels necessary to yield an entrepreneurial profit or even 
to cover costs. 


If this is so, the effectiveness of the decisions made by the under- 
taking’s management must be assessed, not on the basis of proiits 
earned, potential profits sacrificed or losses, but in the light of the 
undertaking’s main pre-ordained objective. In addition to receipts and 
costs as they appear in the ordinary accounts of the undertaking one 
must take into account social benefits and social charges. ; 


(5) In the case of a public undertaking operating under competitive 
conditions the argument is somewhat different: but in this case too 
there may be “social benefits” represented by additional costs, which 
reduce profits or turn what would otherwise have been a profit into a 
loss. If, for instance—as occurred in Italy—a public undertaking starts 
to manufacture a product of major economic importance (such as 
petrol, fertilisers or certain products of the iron and steel industry) in 
competition with private industry, or even to manufacture mass-con- 
sumption goods (e.g. consumer durables such as cars) under conditions 
similar to those obtaining in private industry, selling at prices which 
undermine the advantages enjoyed by certain private producers who 
previously dominated the market, a social benefit results; this benefit 
is measurable in terms of the general price reductions which become 
necessary as a result of the public undertaking’s action. 


Here, too, profits can be determined—in theory at least—in quan- 
titative terms. 


(6) It is, however, clear that in either case the reference point must 
be the predetermined objectives of economic policy—in other words 
economic plans; otherwise it is difficult to assess to what extent the 
activities of public undertakings correspond to the needs of the com- 
munity as a whole. 


Obviously this should not be taken as implying that public under- 
takings cannot function efficiently. Unfortunately, however, we have no 
more valid criteria to measure quantitatively the efficiency of these 
undertakings in relation to the market—that is, to assess the advantages 
which the community derives from their activity. In practice all 
objectives selected by public authorities are expressed in the general 
framework of economic plans in the context of the factors in short 
supply and the resources of economic policy available. 


1 This is achieved by the use of price differentials—a current practice in the 
electricity supply industry and telephone services. 
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(7) The tools which theoretical economics offers for the evaluation 
of an undertaking’s efficiency include some designed to measure its 
entrepreneurial efficiency and others designed to measure the effective- 
ness of intervention by the public authorities in general and the reper- 
cussions of that intervention on. public undertakings. 


We shall therefore consider here in turn-— . 
(a) shadow prices; 


(6) the calculation of profits and social costs (which form part of the 
first group of what might be termed micro-economic measures); 


(c) the relationship between capital and output; 
(d) the multiplier; 


(e) mathematical models illustrating relationships of structural inter- 
dependence (input-output matrices). 


(8) Shadow prices are clearly fictitious; they represent the value 

which each economically active entity (a private or public entrepreneur 
or even the State itself) attaches to the different factors involved in 
its own productive activity. They give a measure of the rarity of 
resources and are consequently of great value to governmental agencies 
responsible for implementing economic policies. ? 
In particular, in economic planning the use of shadow prices permits 
conditional forecasting 3; if a measure of economic policy changes a 
given variable by one unit the ends actually attained will change by 
x units; alternatively, to change the ends achieved by one ünit, the 
variables would have to be modified by x units. Many of the shadow 
prices relating to variables may he abnormally low; where this occurs 
the variables they relate to are of little significance as indications of 
the limits to be placed on the objectives laid down by the State in 
the plan. 


(9) This enables public undertakings to take shadow prices into 
account when making their investment decisions and evaluating their 
entrepreneurial efficiency. 


A. Let us take labour costs in an underdeveloped region. The 
shadow price for labour may be very low (because unemployed workers 


2 See in particular M. VOLPATO: “I prezzi ombra come fattore di decisione” in 
Ricerche economiche, 1964 (XVIIIth year), pp. 334-349, The author explains how. in a 
hypothetical shadow market (ie. an imaginary factor market in which prices are at 
levels at which the sale of all the goods on offer would yield a total profit equal to 
that which would be earned by converting them all into goods under an optimum 
production policy), shadow prices are a valuable criterion of the soundness of a system 
of production; a system is probably sound if shadow prices are high (which suggests 
that good use is being made of factors) and unsound if they are low. ‘It follows that 
the best criteria for assessment of the system are not the shadow prices themselves 
but their ratio to external prices; if the latter is greater than 1: 1 the system is efficient. 


3 See J. SANDEE: “The Use of Models in Economic Planning”, in Statistica, 1964, 
Vol. XXIV, pp. 513-524. ® 
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receive unemployment benefit and are at the same time unproductive). 
However, if real wages were fixed at the shadow price level the labour 
supply would be inadequate. Consequently, although the market wage 
cannot be reduced (and private enterprise must estimate labour costs 
on the basis of current market costs), public undertakings can pay 
current prices and ‘still base their efficiency evaluations on shadow 
prices. 


Let me explain what I mean by a figurative example. For pur- 
poses of simplification let us assume that all costs are labour costs. 
In an underdeveloped area let us suppose that the labour costs in a 
private undertaking (based on market costs) are 100 and output also 
100. The profit is nil and the undertaking has no incentive to produce. 
A public undertaking, however, even if its labour costs amount to 100, 
can make its calculations on the basis of a shadow price of 0 (if, for 
example, the cost of unemployment benefit payable out of public funds 
equals 100) ; if output is also 100 profits will equally be 100; thus the 
undertaking will have proved its efficiency ang have an incentive to 
go on producing. 


This hypothesis is illustrated by table 1. 


Table 1. Determination of Efficiency on the Basis of Market 
a. or Shadow Labour Costs 


Type of under- Output Labour costs ge 
taking LA) (B) (AB 
(C) 
Private 100 100 1 0 
Public 100 02 100 


~ 





1 At market prices. 
2 At shadow prices. 


B. Where it is capital that is in short supply a diametrically 
opposite situation may arise, Le shadow prices may be higher than 
current market prices. 


Where this occurs private undertakings will operate on the basis 
-of an interest rate (ie. the shadow price for capital) considerably 
higher than the current rate; this implies depreciation over a relatively 
short period. Public undertakings, in contrast, will be able to continue 
operating on the basis of current rates of interest. 

Situations of this kind occur in underdeveloped countries, where 
private undertakings expect very high rates of return as a compensa- 
tion for the substantial risk elements involved in the launching of new 
ventures in the industrial field. 


10 
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On the other hand, a public undertaking can accept a smaller return 
on its investment (i.e. loans can be amortised over longer periods); the 
lower return corresponds to a lower rate of interest.4 As the State is 
usually in a better position to make accurate forecasts than the average 
private entrepreneur it is reasonably certain that new industries will 
show a profit in the long run.> | 


Let us again try to illustrate the position by figures. 


Let us suppose that an investment of 100 is foreseen. If private 
enterprise requires amortisation of this investment to be completed in 
two years (to achieve which the annual return on an investment of 
100 must be 50) whereas in fact amortisation requires five years (i.e. 
the period required to recoup the investment at an annual rate of 20, 
which. is the effective rate of return), no private undertaking will have 
any incentive to invest. On the other hand, a public undertaking will 
be able to invest by treating the costs arising from the difference 
between the rate of return expected by the market (50) and the effective 
rate of return (20) as expenditure of a social character. The difference 
can in fact be measured exactly (in this case 50 —20=30). 


Table 2 illustrates this hypothesis. 


Table 2. Evaluation of Efficiency on the Basis of Investment Charges 





Period of 
amortisation A i ait 
Type of under- Investment Return A pone expenditure 
taking (A) (B) BR | incurred by 
| | B undertaking 
(C) 
Private 100 501 21 —3 
Public 100 202 52 30 








1 Annual return and period of amortisation demanded by the market. 
2 Presumed annual return and period of amortisation. 


3 As an amortisation period 2 years is demanded while the effective ammortisation 
period is 5 years, private enterprise refrains from investing. 


4 W.A. Lewis offers at least a theoretical justification of this procedure in The 
Theory of Economie Growth (London, 1955), pp. 350-351. In practice, however, the 
course of action to be adopted will be dictated by the plan. 

5 Lewis (op. cit., p. 350) argues that “the pioneering function is particularly im- 
portant because of the high incidence of failure even in industries which eventually 
prove very profitable”. “When an innovation is introduced.,.it frequently happens that 
the pioneering firm goes bankrupt.... This high cost of pioneering frightens off entre- 
preneurs, especially in the less developed countries, where entrepreneurs are not in any 
case either numerous or widely experienced.” ` 
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C. A public undertaking may also evaluate its efficiency not on 
the basis of its own costs but on that of the costs incurred by other 
undertakings belonging to it. 


Let us take the example of a key DEE A established by the 
public authorities. Its management decisions will inevitably affect costs 
in undertakings B, C, D and E, which operate in the same area and 
have adapted themselves to A’s production cycle. As will be seen from 
table 3, the cost differentials which these undertakings enjoy owing to 
the fact that A exists and is providing them with a vital product 
are a “social benefit” which must be taken into account when evaluating 
the efficiency of A. 

If B can reduce its costs from 100 to 80, C from 200 to 120, D from 
100 to 80° and E from 300 to 290, the aggregate of the reductions 
constitutes a measurable over-all saving which must be taken into 
account when evaluating the efficiency of A. 


Table 3. Calculation of Benefits Accruing to Integrated Undertakings 
as a Result of the Existence of a Public Undertaking Producing 
Vital Goods 


Costs if A did Costs in view Saving achieved 


Undertakings not exist of A’s existence Bo pA al A’s costs 
A = Ze — 1301 
B 100 80 20 ` E 
Co 200 ` 120 80 — 
D 100 gp, 20 = 
: E = 


300 " 290 - A 10 — 





1 To evaluate the efficiency of A one must deduct the aggregate Savings achieved 
by B; C, D and E SEN its costs. 


(10) Another useful method of determining the external efficiency 
of public undertakings (the importance of which was.mentioned earlier) 
is the evaluation of social costs and benefits in order to obtain a com- 
prehensive idea of the profitability of the undertakings concerned. 


This approach has been studied in detail in England and the United 
States, and I shall not dwell on it here. I shall confine myself to 
quoting a practical example which occurred in Italy and to reaffirm 
my conviction that the calculation of social costs and benefits is easier 
when one is dealing with a public undertaking operating over a 
relatively small area, 
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The example I propose to describe is taken from a study of the 
municipal transport company in Milan. ® 


For the purposes of this study the author assumed that social costs 
(for instance, the costs borne by certain individuals as the result of 
traffic deviations or interruptions of commercial activity in particular 
zones) corresponded to equivalent social benefits received by other 
members of the community. 


Social benefits are divided into two main groups : (a) social benefits 
accruing to users of the utilities; and (b) increases in the capital value 
of certain assets (for example, the value of land and buildings 
particularly well serviced by the new amenity). 


As it is difficult to calculate benefits of the second type owing to 
general price trends in the Milan area, only benefits of the first type 
were studied. 


The establishment of a new service from the city centre to the 
outer suburbs gave rise to an accounting loss (difference between 
receipts and costs) of 130 million lire per year. However, the new 
service reduced the time five-and-a-half million people had to spend 
travelling daily by 15 minutes. If the value of one hour is reckoned at 
1,000 lire (the average cost per hour of employing a worker in 
industry)? the value of the social benefit provided by the new service 
is 375 million lire per year—which is considerably more than the 
net financial cost of the service, 


(11) Let us now turn to the methods relating to the second group 
of measures, namely those designed to evaluate the efficiency of public 
tindertakings in relation to the objectives set in the economic plans 
of the political authorities. 


The most elementary criterion in this group is the relation between 
capital and output. Taken by itself this relationship is not a suffi- 
ciently accurate measure of the efficiency of an undertaking as it may 
be influenced either by the use of a large number of other factors or 
by the fact that the production techniques used are relatively primitive. 
But if one can determine the reasons for a low capital-output ratio 
in a given place and at a given time, one is then in a position fo 
ascertain the nature of the intervention which a public undertaking is 
required to effect and attribute to it the quantitative values which will 
permit accurate measurement of its efficiency. 


For instance, the capital-output ratio may be low because the 
infrastructure is incomplete (and because backward production tech- 
niques are being used), with the consequence that incomes in that 
territory rise only slowly. Where this is the case, the task of public 


6 See CG CORNA-PELLEGRINI: “Costi e benefici sociali nelle imprese di pubblico 
trasporto”, in. Impresa Pubblica, December 1964 (VIIIth year), pp. 510-516. 

7 Naturally, in this calculation it is assumed that workers go on working until the 
marginal utility of labour time comes down to the level of the marginal utility of rest 
time. If work went on beyond that point the value of the sesvice would be lower. 
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undertakings would be to improve the ratio.by making fixed-capital 
investments which would not show a return for some time. 


The efficiency of the undertaking could then be ascertained by 
the change of the capital output ratio. 

Here is another example drawn from experience in Italy.® During 
the period 1951 to 1959 the invested capital-output ratio in southern. 
Italy—which at the beginning of the period was, generally speaking, 
technologically an extremely backward region—steadily increased in 
contrast to the rest of Italy, where no such increase took place. 


This result was achieved to a considerable extent thanks to the 
effect of intervention by the public authorities and in particular to the 
statutory requirement that all public undertakings should make 40 per 
cent. of their total investment in the underdeveloped areas of the 
South. Public undertakings complied faithfully with this requirement ° 
with the results shown in the following table. 


Table 4. Gross Invested Capital-Output Ratios by Regions 








Period Southern Italy Central and Northern Italy 





1951-54 3.5 3.5 
1952-55 3.3 2.7 
1953-56 6.9 43 
1954-57 5.1 3.9 
1955-58 5.3 4.8 
1956-59 5.5 3.8 
Average 1951-55 4.9 3.9 
Average 1955-59 5.3 4.2 





Clearly this approach offers a means of determining the effective- 
ness of the public authorities, following which the efficiency of 
individual undertakings can also be determined. 


8 This example and the general line of the argument developed in this paragraph 
are taken from A. GRAZIANI: “Il rapporto capitale-prodotto nell’economia italiana: 
Aspetti teorici e risultati pratici”, in Giornale degli Economisti e Annali de Economia, 
1961, pp. 211-244. 


9 During the period 1958-1965 (balance-sheets 1958-1963 and budget for 1964) the 
undertakings in the IRI group effected 42 per cent. of their invesiments in projects 
in which geographical considerations were not a decisive factor (iron and steel, engineer- 
ing, etc.) and 33 per cent. in projects in which geographical considerations were decisive 
(airlines, shipping lines, etc.) in Southern Italy. The investments of these companies 
in Southern Italy ampunted to 30 per cent. of all their investments in Italy. 
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(12) The second measure (referred to in 7 (c) above) consists of 
the calculation of the reduction in losses incurred due to the multiplier 
effect. For instance, it is well known that the greater the propensity 
to import in a given country, the smaller will be the increase in the 
global income of that territory resulting from public expenditure, 
oer the fact that part of the money available for re goes 
abroa 


D the objectives of the public authorities—which must be set down 
in a plan—include the achievement of a certain level of development, 
public undertakings must attempt to reduce the losses resulting .from 
the multiplier effect and so increasing aggregate national income. 


It has been calculated, for instance, that an increase of 100 in 
public expenditure would give rise to an increase in aggregate income 
of 160 in Italy taken as a whole, whereas in Southern Italy a cor- 
responding increase in public expenditure would only give rise to an 
increase in income of 114, 10 


The difficulty of obtaining data from which precise evaluations can 
be made should not lead one to infer that the rate of the multiplier 
effect could not be used to measure the effects of the activity of public 
authorities and the efficiency of undertakings. 


(13) The multiplier permits the a priori calculation of the amount 
of ultimate demand which the expenditure of public undertakings will 
give rise to; mathematical models illustrating patterns of structural 
interdependence (input-output matrices) enable one to determine the 
market structure of that demand, thus enabling public authorities, 
where resources are in short supply, to make their expenditure as 
effective as possible. 11 The data obtained can also be used in the 
evaluation of the efficiency of individual undertakings. 


This will be easier to understand if we take a practical example, 
namely a study by Italconsult on the selection of sites of industrial 
plant in Southern Italy. 1? 


This study revealed a fact which had not previously been to 
namely that the decisive factor in the choice of sites for new under- 
takings is not so much ease of access to supplies of raw materials 
or to markets as the ready availability in neighbouring areas of 
anciliary industries in a position to supply prani equipment and 
maintenance services. 


An evaluation of the efficiency of a public GR by means 
of an input-output matrix should thus permit a quantitative measure- 
mént of the cost reductions to which the establishment of a new public 


10 Cf. F. PILLOTON: Effetti moltiplicativi degli investimenti della Cassa per Mezzo- 
giorno (Rome, Svimez, 1960). 

il In this connection, see V. Cao PINNA: “Analisi delle interdipendenze strutturali”, 
in Dizionario de economica politica, editor C. Napoleoni (Milan, 1956), pp. 689-727. 

12 Published in The Economist, 7 November 1964. A 
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undertaking will give rise in other undertakings (the situation is the 
same as that described in section 9 (c)). 


ft should also be pointed out that if the figures thus obtained are 
examined in conjunction with data on the productive capacity of the 
different sectors of industry it will be possible to locate and assess 
the potential seriousness of bottlenecks and to clear them so that they 
do not hinder the implementation of development programmes. 


(14) I think that this series of examples offers sufficient proof 
of my statement in section 6 that one cannot evaluate the efficiency 
of a public undertaking in its relation to the market without reference 
to an economic plan and the objectives laid down therein. 


When measuring the external efficiency of a public undertaking one 
must constantly keep the terms of the plan in mind not only when 
examining the accounting aspects of the undertaking’s operations 
(shadow prices, social costs and social benefits) but also when cal- 
culating the effects of state intervention on its management policies 
(calculations effected on the basis of the muitiplier, input-output 
matrices and the invested capital-output ratio). 


Evaluations of the normal type based on accounts are obviously 
insufficient for the measurement of the economic achievements of a 
public undertaking if due allowance is to be made for long-term effects 
of management decisions and of the undertakings relations with outside 
agencies, but if one goes beyond the limited field of the accounts of 
undertakings seeking more than just general impressions and hypo- 
theses—to which people still tend to confine themselves all too fre- 
quently—the only point of reference susceptible of expression in 
quantitative terms is the economic plan. 


The instruments available to us at present require improvement. 
However, they are based on a certain number of valid concepts; they 
offer a reasonably accurate scale for measurement and establish 
priorities, in relation to the profits earned and benefits provided by a 
public undertaking, corresponding to those set by the community as a 
whole. In particular, there are substantial grounds for concluding that 
economic models of the type described in section 13 and the calculation 
of social costs and social benefits in the manner described in section 
10 offer excellent transitions from micro-economic to macro-economic 
analysis. 


Each of those systems of measurement can be used to interpret 
calculations of a purely accounting character in a broader context by 
showing what the efficiency of an undertaking represents in terms of 
its effects on the economy as a whole. This certainly makes it easier to 
give effect to policy decisions laid down in economic plans. 
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CONTRIBUTION BY PROFESSOR ROBERT MOSSE, 
Faculty of Law and Economics of Grenoble University 


The General Problem of Success Indicators. 


The problem of success indicators and hence of the goals to be 
defined arises in all fields of human and group activity. 


Being promoted in the civil or military hierarchy, acquiring a larger 
bank balance, receiving decorations, being in command of a certain 
number of persons are success indicators for a man, expressed in 
measurable terms, either cardinally or ordinally (a captain’s insignia, 
ribbon of an order, etc.). 


The talent of an artist, writer or singer can be evaluated indirectly 
by the price of the paintings, the number of copies sold, or the box- 
office receipts. However, the inadequacies of this quantitative eva- 
luation are well known. The genius of an author should not be 
measured by the size of the edition; moreover, this was not done in 
previous centuries. | 


There are cases which are even more perplexing, such as that of 
a scientist, an administrator, or a politician. It is sometimes said of 
a man: “He is a great success”, whereas this is merely a subjective 
consensus. 


Groups of human beings also have—to a more or less conscious 
degree—-success indicators. 


In Florence in the fifteenth century, it was the door of the Baptistry. 
For Prussia under Frederick the Great, it was a well-disciplined army. 
For the British in Nelson’s day, Trafalgar was the success indicator, 
itself due to the fleet and its admirals. Elsewhere and at different 
periods of time, it was a philosophy, a body of literature, memories of 
past glories, an effective doctrine, etc. 


Nowadays, with a kind of “numeromania”, quantitative indicators 
(tons of steel, kilowatts, numbers of telephones, gross national product, 
exports, etc.) are increasingly sought after. But there are also nations 
which seek success in splendid .ceremonies, a diplomatic role, and 
“prestige”. In the eyes of some people, is not the present success 
indicator of France in the world quite simply the fact that she is led 
by a great man? In the final analysis, are not imponderabilia more 
important than easily measurable material factors? 


In games and sports—more easily perhaps than in art and politics— 
much ingenuity has gone into defining the success indicators showing 
who is the winners: checkmating at chess, keeping the ball in play at 
tennis, and scoring a goal at football. a 
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In the Different Economic Systems. 


In the economic field the problem of success and the means of 
appreciating it arises in all the systems. 


In the natural and subsistence economy the true success indicator 
is the food supply: wheat, rice, manioc, etc. This remains the basic 
criterion at the present time for the countries of the non-aligned 
world. 


In the capitalist countries, such as Great Britain in the nineteenth 
century, and the United States, the main success indicator for the 
individual was monetary gain, expressed either as annual income or 
as “capital” (or assets) possessed. From the seventeenth or eighteenth 
century onwards, there was a radical change by comparison with a 
period when the ingredients for sticcess were titles of nobility or the 
monarch’s favour. (“Did you observe’, they used to say in the salons at 
Versailles, “how the King conversed with him for at least three 
minutes?”) From the individual, the problem moved on to the level of 
the enterprise or the commercial corporation, and the profit, calculated 
in accordance with increasingly precise and scientific accounting rules 
(known in German as kaufmdnnische Rechnung), was taken as a 
success indicator. 

But within the enterprise itself, it turned out that there could be 
different indicators. For example, the treasury ratio, the personnel 
“turnover” or the turnover per square foot. 


In the planned economy countries, the test of success was for long 
the percentage of execution of the pre-established plan, regardless of 
the consumption of the inputs (labour, raw materials, wear and tear of 
machinery, etc) For some years now, a current of ideas. has been 
discernible—sometimes identified with Liberman—which tends to take 
into consideration, as proof of success, as high an output/input ratio 
as possible. Some people even go so far as to measure the output by 
the monetary receipts and the input by the monetary expenditure; as a 
result, one arrives at a rate of yield or even at a kind of rate of 
profit per unit of input. The profit would be the difference between 
output and input, whereas in the text we have considered a ratio. 


Confusion and Clarity. 


The present preoccupations of the planned economy countries 
introduce a certain element of confusion. It had been thought, until a 
few years ago, that profit was the typical criterion of the capitalist 
economy, the problem being considered at the enterprise level (what 
Professor Weisser calls Eigenwirtschaft). It had been realised already 
that the enterprise needed other external criteria, which modify and 
are bound to modify the judgment, when one places oneself at the 
level of society as a whole. The theory of external economies and 
social costs has shown for a long time that the calculation at the 
enterprise level was incomplete. 
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But now we see that the planned economies—which indeed are 
rather perplexed about measuring the social utility or the common good 
or the collective advantage—are reintroducing to a certain extent a 
monetary accounting based on receipts and expenditure (and even 
“operating accounts”) in order to appreciate the proper conduct of a 
socialised enterprise by its “profit-making capacity”. And as we know, 
the Yugoslavs and the Poles have gone very far in this direction. 

The truth of the matter probably is that there are several levels at 
which one may stand in order to appreciate the results, and several 
techniques for measuring the success. 


Those in charge of a (private or public) urban transport corporation 
have quite naturally to examine the ratio (or the difference) between 
income and expenditure and act on the factors which maximise the 
former and minimise the latter (by improving the occupancy coefficient 
and reducing wastage). But at a higher level, the municipal or national 
authority may deem it preferable to incur a deficit on public transport 
in order to reduce the private vehicular traffic and; hence, to diminish 
expenditure on highways. 


It may also be considered that the true objective (and consequenily, 
the true indicator) is not profit, nor even the equilibrium of manage- 
ment, but the number of passengers conveyed, the percentage of seated 
passengers and the speed or frequency of journeys. 


All these examples show that the “success tests” are a very general 
problem entailing very varied formulae. 


A Problem of Co-operative Management. 


Let us now take a problem of co-operative management. 
The manager of a consumer co-operative may consider that he has 
succeeded— | 
(1) because he has remained in his post for over thirty years; 
(2) because he has regular customers, whom he knows by name; 
(3) because he has modernised his premises; 
(4) because he has never had any complaints; 
(5) because he has a competent and devoted staff; 
(6) because he has a high salary; 
(7) because the turnover has risen by 50% since he took over; 
(8) because the “profits” increase each year; etc. 


The Board of Directors, for its part, may appreciate one or other 
of these “indicators”, but in quite another way from that of the 
manager. As for the customers and the theoreticians, they may also 
have their points of view. 

This shows the extent to which the problem is subjective. 


Is it nevertheless possible to formulate some general rules of 
scientific value? We shall attempt to do so now, while giving a certain 
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flexibility to our formulation and stressing the indispensable adaptation 
to particular cases. . 


A. The Internal Criteria (Eigenwirtschaft) 


The public economy establishments have more latitude than the 
private economy establishments to define their success indicators, as 
the latter are solely dependent upon the imperatives of commercial 
accounting (kaufmännische Rechnung). 

The public economy establishments certainly have to make use of 
all the resources of modern accounting, but they also have to have 
recourse to certain quantifiable indicators, not to mention certain 
immeasurable factors. 


Modern Accounting. 


Modern accounting entails various synthesis tables, such as the 
operating account and the balance sheet. All that is needed is to make 
use of all the possibilities of accounting science and practice. 

These notions only need to be better known by a wider public, and 
to be more generally utilised.. One of our tasks is to teach accounting. 
It is deplorable to see the indifference of many general meetings and 
even the silence of boards of directors when the accounts are submitted 
to them. One would wish there to be requests for explanations and 
genuine debates. 

Many refinements have been introduced into accounting over the 
past few years, All kinds of ratios or indices are calculated (liquidity 
ratio, treasury ratio, etc.) which supplement the over-all information 
given by the profit. ‘Our executive staffs would need to be much more 
fully familiarised with the resources of accounting. 


S fatistics. 


From modern ine one passes on imperceptibly to a whole 
system of statistics which make it possible to integrate non-monetary 
factors. In a footwear factory, for example, the number of shoes per 
wage earner will be calculated. In a transport enterprise, -the delays 
or the number of breakdowns will be calculated. In a given enterprise, 
the number of.pages typed per hour or the number of typing mistakes 
per page will be sought. Or again, statistics will be established of 
the number of rejects. 

There is a long list of the statistical information which can be 
collected and examined: number of days’ illness of the staff, faith- 
fulness of customers (possibly, statistical distribution of customers 
according to the amount of annual purchases), number of complaints, 
rotation of stocks, etc. 

Obviously, this statistical information acquires a meaning only by 
comparison between one establishment and another, and possibly by 
reference to standards. 
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The Imponderabilia. 


Within the establishment itself, it would be wrong to overlook the 
imponderabilia. There is a climate or atmosphere which announces 
success or betrays failure, Organisation engineers and business psy- 
chologists are starting to analyse these phenomena. There are a 
certain number of things which are, as it were, snuffed out, and it 
would be wrong to ignore them because they are unquantifiable and 
hence unscientific. Non sequitur. What is scientific is not limited to 
what is measurable. 


Limits of the Use of Profit as Criterion. 


Before leaving the internal criteria, at the level of the establishment, 
it should be stressed that the accounting profit is very far from being 
a sure criterion. 

First of all, because it is difficult to calculate and hence relative. 
Accountants are always very hard put to it to establish the value of 
the stock, the fixed assets, the machinery; to calculate depreciation; 
to allocate the overheads, etc. With the ups and downs of currencies 
and prices, profits are sometimes more apparent than real. 

Moreover, the profits or losses may be due to circumstances which 
are unconnected with good management and which may even, to a 
certain extent, stem from unsound management. This would be the 
case with a canning factory which might have benefited exaggeratedly 
from an overgood crop in order to buy at prices which were too low. 
This would also be the case with a firm which benefited from a mono- 
poly position in the district in order to sell at a high price. 


The accounting profit has therefore not to be chosen exclusively 
(or perhaps even principally) as a success indicator, as this would 
incite the leaders of public enterprises to engage in certain manœuvres. 
For example, it has recently been observed in France that for reasons 
of profitability, certain hospitals had a tendency to prolong the patient’s 
stay without applying the most effective treatment. 

The Soviet leaders have found out the defects of the “plan” 
criterion, which culminates in wastage. The plan criterion certainly 
needs to be corrected by the “Khozrachtchot” (calculation in roubles). 
But the rehabilitation of profit in the collective economy must not mean 
the reintroduction of the drawbacks of the profit economy in its worst 
period. 


B. External Criteria 


Need for External or Over-all Accounting. 


It is difficult to ask the leaders of an enterprise, even a collective 
enterprise, to refer to external criteria which take into account, for 
example, advantages obtained or losses suffered by suppliers, wage 
earners, customers. S 
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And yet this should be taken into account somewhere or other. If 
a co-operative store in a town has enabled some millions of consumers 
to save, let us say, one million, I should like this fact to be able to 
appear somewhere. Similarly for the co-operative factory. 


But how is this external accounting to be designed and executed? 
The economists have already put forward the theoretical analysis of 
“external economies” and “social costs”. It will be necessary to 
succeed in inventing and practising an entirely new accounting system. 


This task would normally fall to the public authorities. Failing 
this, and in the meanwhile, our federal bodies, national and inter- 
national (ICRICE) might develop research in this direction and, above 
all, proceed with some very concrete analyses. 


By way of example, we may mention the case of urban public 
transport, on a very large scale, of which Berlin has supplied an 
example. It must be possible to calculate the external advantages in 
the form of time saved, savings on the costs of private cars, accidents 
avoided, etc., and to compare them with the possible deficits which 
appear in the internal accounting. 


Another example is provided by the case of the hospital referred 
to above. In order to obtain a correct view, it will be necessary to 
have an over-all accounting (on a “supra-enterprise” basis) in which 
would appear: social security costs, loss of production due to hospital- 
isation of the worker, and, in some way, the additional suffering and 
bother imposed on the patient and his family (for example: transport 
expenses for visiting the patient, etc.). 


Conclusion 


Economic science is not yet in a position to provide ready-made 
and immediately utilisable recipes for measuring the ‘success of col- 
lective enterprises. Maybe it will never succeed in doing so and 
maybe it is undesirable that it should. Success is a complex human 
affair which is difficult to measure and which remains very subjective. 
The qualitative judgment will always maintain its merits. 


Nevertheless, in so far as there exist quantifiable factors and the 
possibility of a fairly extensive calculation, I wish to state that Mises’s 
famous argument against collective economy has today been overturned. 
Mises claimed that in the collective economy no economic calculation 
is possible and that such an economy, without any compass, is doomed 
to confusion and wastage and hence to poverty. This is perhaps true 
on the other side of the Brandenburg Gate. 


For our pari, we are convinced that a collective economy of demo- 
cratic character is capable—more so than the capitalist economy—of 
making a correct economic calculation and hence of raising ever 
higher the standard of living to the entire population. 
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CONTRIBUTION BY MR. PETER SCHRAMKE, 
Director of Oesterreichische Kommunalkredit-AG, Vienna 


In view of the multiplicity of the forms, tasks and goals of the 
collection economy undertakings, the criteria for judging their 
Successes are also manifold. An essentially general characteristic of 
these undertakings however undoubtedly consists in the fact that, in 
accordance with their institutional meaning, they have primarily and 
directly to serve the common good, i.e. society, which means that the 
degree of their success is above all to be judged in principle by 
whether and to what extent they fulfil this task. The notional distinction 
between public and private undertakings in our pluralistic economic 
and social set-up is, in my opinion, meaningful only in respect of the 
direct performance of social tasks, i.e. essentially the satisfaction of 
collective requirements by collective economy undertakings. Certainly, 
private enterprises, whose immediate economic motive is the maximisa- 
tion of profits, also have to provide services and perform functions 
which are recognised by the public as useful and held in esteem 
accordingly. Their success or failure is as a rule judged by reference 
to their profit-making capacity, as the profit motive is the primary 
goal of their activity. The extent of corporate profits is however by 
no means a suitable standard in all cases for measuring the utility 
provided by the activity of an undertaking. This indirect correlation 
between the profit-making capacity of private enterprises and the 
productivity of the national economy would indeed be obtained only 
under the unreal conditions of the ideally typical model of pure and 
complete competition, but it definitely does not exist in the real market 
forms of incomplete competition, oligopoly and monopoly. It emerges 
from this that basically different criteria are bound to apply for the 
evaluation of the success of social economy undertakings than those 
which are applicable for private enterprises, as the notion of success 
presupposes the existence of goals. Hence, it is always the case that 
success can only be judged by reference to the fact of whether and to 
what extent an imminent goal is attained, whereas the goal of social 
economy undertakings, if they are to fulfi | their real role, is funda- 
mentally to be sought in service to the community, and not in the 
entrepreneurial sphere. 


Indeed, in view of the multiplicity of possibilities and forms of 
social economy operation, it is a question here of a highly complex 
phenomenon, and not of a simple situation which can easily be sur- 
veyed. Even if it emerges from the foregoing remarks that corporate 
profits cannot represent a suitable criterion for the evaluation of the 
success of social economy undertakings, as their institutional role is 
situated at another level, it must nevertheless be pointed out that there 
also exist social economy goals, a precondition for he attainment: of 
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which is the realisation of surpluses by public undertakings. Apart 
from the premise, which is valid in the case of many social economy 
undertakings, that the profits have to cover not only the running 
expenses but also the self-financing of the investments necessary for 
the expansion of the production basis, or at least the payment of 
interest on and amortisation of the capital required for this purpose, 
the social economy character of an undertaking also resides in the 
fact that it applies its surpluses, in so far as they are not required for 
self-financing, for purposes which are of benefit to the community. In 
such cases, however, in contrast to the principle valid for the private 
economy, the success of the fact of realisation of profits per se, but in 
accordance with the nature of the appropriation of the profits. 


In this narrow sub-sector of social economy activity, there is also a 
multiplicity of forms and possibilities. Thus, for example, the social 
economy role of state monopoly enterprises may reside in the fact that 
their surpluses are appropriated for public purposes, via the national 
budget. This approach indeed is on the whole to be adopted only for 
those public enterprises which have not to serve social purposes by 
reason of their immediate activities, as is the case for example with 
transport enterprises and other public undertakings which are to be 
classified in the public utilities sector. For these enterprises, the success 
from the social economy point of view is not to be sought as a rule 
in the fiscal field. On the other hand, the success of a state tobacco 
monopoly enterprise or similar undertakings may very well reside in the 
fact that the surpluses benefit the community in some way or other. 
in the field of subsidies there also exist a wealth of possibilities, such 
as the subsidising of cultural activities, the price of staple food items 
(e.g. milk or bread), or residential building operations, by the proceeds 
from state monopolies in tobacco, spirits or games of chance. In this 
connection—if I may be permitted to present the matter in a some- 
what exaggerated way—a government-operated gambling casino may 
thus be regarded as a social economy undertaking if it is run exclu- 
sively for the purpose of financing tasks of benefit to the community by 
means of ifs surpluses. | 


In the field of charitable activities, such forms of appropriation of 
profits by enterprises for the common good are also encountered. For 
example, a foundation may operate a printing press which has to make 
the highest possible profits, but these latter will be used for the 
financing of an orphanage or a hospital. Here too, as in the case of 
the public monopoly undertakings of the type just referred to, the real 
meaning of the enterprise does not reside in the sphere of the under- 
taking itself, but the enterprise—which is directed towards the 
realisation of profits—is instead merely a means to a public utility or 
social end. The evaluation of the success of such an enterprise in 
respect of its social economy function can therefore not be based on 
the mere fact of whether profits are made. Instead, an essential point 
for evaluating the,success is rather the fact of how these surpluses are 


264 SEVENTH CONGRESS ON PUBLIC AND CO-OPERATIVE ECONOMY 





applied and whether, by means of their application, the intended public 
utility or social goals are attained. 


The position is to be judged in a similar way if social economy 
undertakings apply internal subsidising in their price policy by offering 
certain goods or services which are mainly purchased by the higher 
income groups at prices which are above cost and then, by means of 
the surpluses achieved in this way, making available to the lower 
income groups goods and services at prices, which considered in iso- 
lation, would not cover costs. As examples of this, we may mention 
the tariff policy of public transport enterprises or the price policy of 
public hospitals. The same applies in the case of state-run theatres 
and other public cultural institutions, which, moreover, also have the 
possibility of helping to finance, by means of surpluses realised in the 
case of entertainment appealing to a wide public, culturally high-grade 
performances, the cost of which frequently cannot be covered by the 
takings. A similar phenomenon is observable in the case of the policy 
of public credit institutes, e.g. savings banks, etc., when they offer 
credits at extremely favourable conditions for certain purposes which 
are regarded as especially urgent from the social policy point of view, 
but for which the ordinary market conditions would represent an over- 
great burden—e.g. encouragement for residential building, promotion 
of industry, regional development policy, etc.—whereby the backing for 
the conditions, in so far as special resources are not made available 
for this purpose from public funds, is provided by means of surpluses 
resulting from the normal commercial activity of these institutes. In 
many countries, the surpluses of municipal savings banks are partially 
made available to the local authorities for municipal building schemes 
and similar purposes, and these institutes often act as patrons in the 
cultural field, encourage adult education, endow scholarship funds, etc. 
In the case of the last-named examples, even with regard to the 
evaluation of success, it is possible to speak of their social economy 
character from many points of view: savings banks, by reason of their 
original purpose and immediate functions, have already per se a social 
economy character, which is still further emphasised by the utilisation 
of surpluses for the common good, in the form of internal or external 
subsidising. There are undoubtedly several other examples of this type 
of multiple efficacity and success in the social economy field. 


I am well aware that I have touched upon only a narrow sub-sector 
of the multiform problem of evaiuating the success of social economy 
undertakings. It seems to me in any case to be essential to point out 
that in principle the success of social economy undertakings is to be 
judged according to whether and to what extent they fulfil their 
specific and institutionally established tasks in the service of the 
community. This may occur directly, by the provision of socially 
important goods and services, or else their task may consist in making 
surpluses available for purposes of common utility. Obviously, in all 
cases, there can in the final analysis only be a question of genuine 
success if the balance of social utility resulting thegefrom is positive. 
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It is, however, clear that in view of the complex character of the 
problem of effecting interpersonal and social utility comparisons, 
results cannot be achieved with purely quantitative data, and this means 
that the evaluation of the success of social economy undertakings has 
to be guided in the final analysis by basic desiderata and goals, classi- 
fied by order of priority. 


n 
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CONTRIBUTION BY MR. HANS HAGNELL, 
Attaché of Svenska Metallindustriarbetareférbundet, Stockholm 


We all know how difficult it is to evaluate the economic results of 
a company. We have to consider the short-term aspect and the long- 
term one, the liquidity situation at present and for the future, how the 
liabilities are consolidated, the relative standard of the company to the 
branch where it is active, its technical level and its position on the 
market. 


We know how difficult it is to judge a company’s position by the 
information of an ordinary annual report. To evaluate the entire result 
of an enterprise, not only the economic outcome, is of course still more 
difficult. 


Even if the owner or the management is satisfied if the annual 
report shows an increase of profits and financial stability, there are 
many more aspects to be taken into consideration, if we want to 
express our judgment of the entire role of a specific enterprise within 
business and society. 


Of course, it is valuabie to a company to. have a strong economic 
position and a favourable development of its profits, regardless of who 
is the owner, either it is a private person, a group of shareholders, or 
if it is the State, the municipality, a consumer’s or a productor’s co-op. 
A stronger economic position gives more flexibility and more freedom 
to take the chances for the future. Thus owner and management must 
have their specific aspect on the economic results of a company. But 
most people are neither owners nor managers and they too must have 
their aspects—but from quite another angle. Which are these aspects 
and how important are they in an evaluation of the entire result of 
an enterprise? 


There have been times when the owner’s judgment was the only 
valid one. But the circle has enlarged as society has changed. The 
result of a company cannot any longer be evaluated without bringing in 
also its results to all those employed by its activity. The employees’ 
interest is of course more devoted to their share of the company, to 
their salaries and wages, not primarily to the profits and dividends. 
What satisfies management might even upset the employees. 


Most of the employees know their value on the labour market. They 
know what salaries and wages are given by others to others with the 
same skill and capacity. If wages and salaries of a company are on a 
relatively favourable level there is certainly something that the 
employees evaluate more than if the profits and dividends are favour- 
able. If a state-owned and co-op-owned enterprise can be well 
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advanced with regard to wages and salaries this is of course some- 
thing that the employees evaluate more than if the dividend is on the 
one or other level. 

The evaluation of a company by the employees is not based only 
on wages and salaries but also on what other remunerations are given 
in the form of sickness benefits, pensions, vacation pay, etc. Besides 
these benefits there are others to be considered: the security of employ- 
ment when an employee gets sick and old or when his job disappears 
because of automation or other technical developments. 


The costs to the company of this type of security for the employees 
are difficult to evaluate, even under normal conditions and even more 
so, when technical or commercial changes get frequent or deeper in 
our modern society. The costs for the company and the value to the 
employees of such a long-time security of employment are almost 
impossible to measure. 


A technically well-planned and commercially well-consolidated com- 
pany can more easily meet other demands of the employees like good 
working conditions, upgrading, etc. The owner and the employees have 
some common aspects and some divergent ones on the economic result 
of the company. This is a problem not only in private companies but 
also in a state-owned or a co-op-owned enterprise. Both sides aspects 
on the company’s results are relevant even if they get contradictory. 
How could the aspects of both sides meet? One attempt was done 
some years ago to reach a principle agreement between the consumers’ 
co-op in Sweden and the trade unions. In a principle declaration of 
1946 on the basis for wage determination at co-op enterprises was 
stated: 


“The Consumer Co-operative Movement constitutes a collective form 
of enterprise which differs radically from a privately owned enterprise. 


“Within the co-operative form of enterprise, profit in the capitalistic 
sense cannot arise. The entire co-operative movement strives to protect 
the interests of the consumers. In respect of the absence of capitalistic 
profit co-operative undertakings are on the same footing as state and 
municipal enterprises. Control of co-operative undertakings is based 
on the principle of one member-one vote whereas in private enterprise 
influence is in proportion to the size of capital holdings. Furthermore 
membership of the co-operative form of enterprise is open to all 
members of the public. 


“In these and other essential respects the Consumer Co-operative 
Movement represents objectives which are in harmony with the funda- 
mental views of the Trade Union Movement as to the desirability of 
developing industrial democracy throughout trade and industry. 


“In the light of this conception, it must be to the interest of trade 
unionists that the co-operative form of enterprise should not be 
prevented in competition on equal terms with other forms of enterprise 
from developing in size and influence. In consequence of this the co- 
Operative movement in relation to the Trade Union Movement will have 
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a special position as an employer, both in regard to the avoidance of 
disturbances of production and as regards wage policy objectives. This 
Special position is emphasised by the affinity of interests between the 
Trade Union Movement and the Co-operative Movement as displayed 
by the fact that co-operative employees are often both part-owners of 
the enterprise in which they work as well as being members of a trade 
union, in addition to which the overwhelming majority of the co- 
Operative members are organised trade unionists. 


“A wage policy which takes into consideration the desirability of a 
progressive expansion of the co-operative form of enterprise naturally 
cannot impair the duty of the Trade Union Movement to preserve the 
interests of the wage earners. The absence of the private profit motive 
from .co-operative undertakings constitutes a safeguard that what the 
wage earners do not extract from the enterprise will benefit the con- 
sumers and the community at large. Nevertheless there remains a 
divergence between the interest of the wage earners in securing the 
best possible wages and working conditions, and the interest of the 
enterprise in keeping its costs, including those of labour at the lowest 
possible fevel. It is of importance both to the Co-operative Movement 
and the Trade Union Movement that this divergence of interests should 
be eliminated. 


“From this starting point the general principles of trade union 
wage policy in respect of the Consumer Co-operative Movement can 
be propounded as follows: 


1, Consumer co-operative undertakings shall not be burdened with 
higher wages and other costs in respect of labour than those 
imposed upon private firms in the same business. 


2. As it can be assumed that the co-operative undertakings will be 
managed at least as efficiently as other enterprises, the Co-opera- 
tive Movement shall not pay lower wages or apply inferior working 
conditions in other respects than other efficiently run businesses in 
the same trade. 


3. Consumer co-operative enterprises, in the capacity of model em- 
ployers—given parity between them and private undertakings in 
respect of the burden of costs as stated in points 1 and 2 above— 
should strive in consultation with the trade union organisations to 

. create security in employment and good working conditions for their 
employees.” 


Even if we add to the owner’s aspect on the economic result of an 
enterprise, the aspects of those employed by the company and thus get 
a broader basis for an evaluation, it is still a too narrow one for a 
complete evaluation of the result. The number of people outside the 
company who are depending on the company’s products or services is 
obviously greater than that of the owner and employees. Even if those 
outside the company are less aware of how their interests are related 
to a specific company, they are affected by the results. An unfavourable 
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technical or commercial development of the company will be payed for, 
not only by the owner and all employed, but also by the consumers 
and even by the taxpayers. A less fruitful development of a whole 
branch of industry has still more clear-cut repercussions in the entire 
society. 

Thus: bad economic and technical results might not always limit 
their effects to the profits, salaries and wages of the company. 


The consumers and the society have to pay for a bad result—but 
who are paying for the good ones? The high profits, the high level 
of salaries and wages must come from somewhere. Too high prices in 
relation to the quality of products or services of a company might be 
the answer to this question. The consumers—and that includes most 
of society—have to pay for the extravagant results of a successful 
company as well as for the failure of a non-success. 


In the free market economy the consumer should turn away from 
the ineffective company. But how should he be able to turn away from 
an ineffective branch of industry? Or from a badly working net of 
distribution? Or from all those branches of agriculture, industry or 
services where no competition is allowed to enter either from outside 
the country or inside it? 


More than three-quarters of the goods and services that the general 
consumer is buying is affected by one or more irregularities that should 
not have been there, if the free market economy had existed in real life. 
A recent survey on conditions in Sweden has shown that more than 
half of a consumer’s buying is directed more or less by retail main- 
tenance prices. Another quarter of the consumer’s buying goes to items 
where Government has some major influence on the prices, like tobacco, 
alcohol, beer, or rents. That leaves one-quarter of the consumer’s 
buying fo the really free market—but that quarter includes also sectors 
where oligopolies are at work. Thus: The economic results of a 
company, shown in the annual reports, are a very unreliable basis for 
any statements on the effectiveness or the entire role of the company 
in society. 


I think it is essential to try to judge a company, or a branch of 
industry or the entire industry and business from another angle from 
the classical economic standpoint. The achievements of every different 
type of undertaking and branch of the economy must be assessed in 
a manner which will enable us to ascertain how they fulfil their task to 
the whole of society, how they create better living conditions -to all 
sectors of society—not only to the owner, not only to the employées of 
a special form, but to all of us as producers and consumers.. 


The existence of industry and business is justified. per se. Industry 
and business in our society has no other meaning than to satisfy all 
reasonable demands that could technically and economically be met— 
not only those of limited groups. 
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SUMMARY BY PROFESSOR GERHARD WEISSER, 


of Cologne University 


This afternoon’s reports and discussions concerned a field hitherto 
unexplored by science, and they can therefore only hint at the under- 
lying problems. Even so, it would appear desirable for ICRICE to 
pursue its efforts in attempting to throw a light upon the novel aspects 
which science can render accessible to those engaged in everyday 
practice. Indeed, the needs of public and co-operative undertakings 
were material in inducing science to find new ways in the subject field 
and it is no coincidence that several of the speakers are or have been 
active in it, both in theory and practice. In my summary, I should first 
like to follow the order of the brief introduction drawn up in three 
languages and which all members have found on their places today. 
I shall then deal with the question about the methods for ascertaining 
success to be recommended to public and co-operative undertakings. 


Our subject today directly concerns the work of a department 
forming part of any reasonably large enterprise: the accounting depart- 
ment with its extended function of analysing the undertaking’s success 
with regard to all its objectives. Its immediate concern is, in 
particular, to provide information complementary to the annual report. 
This is a subject of interest to any skilled auditor or economic con- 
sultant who takes into account all—rather than a few—of the conditions 
of success. It is, moreover, related to the activity of public institutions 
concerned with the control and promotion of certain types and groups 
of undertakings and can supply parliaments and governments with 
important information to guide their policy towards different types of 
undertakings; indeed, the supreme need for such information has so 
far received much too little attention from these bodies. 


The reports have dealt with three aspects of the methods to assess 
success in public and co-operative undertakings. Some statements 
constitute attempts to expand the traditional line of business economics 
which deals with data to which the market has affixed a price; this 
has been done with due regard to the latest developments in this field. 
Other reports and statements have dealt with questions relating to the 
assessment of the performance shown by public and co-operative 
undertakings in terms of their nature as instruments of economic 
policy; if more time had been available, their general objectives in the 
field of social. policy and the conditions of their conduct might have 
been discussed in a more concrete and comprehensive manner. This 
aspect was, in fact, already pointed out at the Rome Congress when 
dealing with welfare economics which—unsatisfactorily—considers 
many of the aims of social policy merely as marginal conditions. The 
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third aspect consists in viewing public and co-operative undertakings 
as autonomous bodies with their own aims and conditions of existence 
even though their objectives may be of a public nature; from this angle, 
public and co-operative undertakings are no longer mere instruments. 


I 


The success of undertakings can only be ascertained once their 
objectives and tasks have been clearly laid down. This has been 
emphasised by many speakers including Mr. Eronn and will later on 
also be stressed by Messrs. Barbier and Rittig. Since the behaviour of 
any undertakings is not just determined by a single objective but by 
several of them in a certain order of priority, its success can only be 
judged in the light of the over-all achievement during the period under 
review, taking into account the priorities initially set. 


A distinction needs to be made here between direct and indirect 
objectives. For instance, if a co-operative wishes to expand, it may 
be desirable that certain managerial functions be handled by full-time 
staff rather than making them honorary or secondary occupations. 
However, the question whether the co-operative is to participate at all 
in the general growth of the economy must be decided in the light of 
the objectives directly determinant for the members of the co-operative. 
There may thus be a co-operative formed by people whose faith has 
induced them to emigrate to some foreign land in order to lead a 
frugal life without striving for “temporal riches”. A co-operative of 
this type may hold different views about its growth and certain con- 
ditions of such growth than most modern co-operatives in the old 
industrialised countries where the wish to increase prosperity is much 
stronger. The distinction between direct and indirect objectives cannot 
be made in a general manner. But, unless there is to be infinite 
regress, it is an obvious logical necessity for all indirect aims to be 
derived from direct objectives. The direct and logically “final” 
objectives of an undertaking may be called the “fundamental” obiect- 
ives; their sum total amounts to what may be styled the “purpose” 
(in German: Sinn) of the undertaking. Since all economic interests— 
being concerned with procedures regarding the provision of means to 
meet different needs—are indirect, the fundamental objectives must be 
metaeconomic and the same is true for the so-called material aims. 
The fundamental objectives normally extend to purely intellectual aims 
as well and, in particular, to ideological ties such as moral duties and 
specific cultural interests; in actual fact, they generally even sub- 
consciously include intellectually uncontrollable aspirations, fears, 
passions or biases. : 

The importance and order of the indirect interests (objectives) are 
dependent on those of the direct ones. In analysing the success of an 
undertaking, one should therefore always refer back to the priorities 
of the fundamental objectives and ideological ties which are of the 
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metaeconomic sphere. This reference cannot be avoided through 
reservations; one may only assume that there are no other objectives 
than those taken into consideration, but this always introduces an 
element of unreality. All this is true for both the actual purpose of 
undertakings and the ideas formed by the person analysing them. It 
is therefore necessary to make a distinction between the explanation 
given for the actual purpose of undertakings, leading to a logically 
consequent set of attitudes, and the claims which are postulated as 
their purpose by the analyst. 


H 


It is obvious that profit cannot be the objective of every under- 
taking. For many of them—and mainly for those belonging to public 
and co-operative economy—it is merely a condition of success and even 
this is untrue for a large number of public and co-operative under- 
takings which are willing to do without profit and may even be 
conceived in such a way as to operate as non profit-making units. 

Economic scientists often think that this is fundamentally different 
in private enterprise. But this is an unrealistic view. Even private 
entrepreneurs often pursue objectives among which profit does not rank 
first. However, these objectives are not—or at least not directly—social 
or what is known as public-utility objectives. This is for instance true 
for Borgwardt and many other companies whose principal aim is—or 
was—technical progress. There are many other examples of this kind 
in economic history. A further aim that can be frequently observed 
and which may take precedence on profit in private enterprise is power, 
and there is a long list of other objectives. In many cases they are, 
in fact, in competition with profit; indeed, contradictory objectives are 
to be found in practically all undertakings. It is up to the manage- 
ments to decide which of them are to take priority. The pursuit of 
profit or certain aspects of profit are, in fact, opposed to other 
objectives—even in private enterprise. In these cases, profit must not 
be maximised. 

Neither should the fulfilment of a need be considered as the sole aim 
of an undertaking. In this regard I do not agree with the views 
expressed by Mr. Stefani and Mr. Rittig. If this were the sole 
objective—or the only one in which economic science is interested— 
the large private oligopolies would have to be preferred to any other 
type of enterprise as soon as the lower costs available to these large 
companies lead to lower prices than those practised by the competing 
undertakings such as co-operatives; however, this conclusion is unlikely 
to be acceptable to many of those present here. Terms such as 
“providence for future needs” (Daseinsvorsorge—Forsthoff) are neither 
sufficiently operative nor are they comprehensive. In this context | 
would refer you to the determination of objectives analysed in 
Mr. Hagnell’s report. The potential public-utility objgctives of public 


DEBATE ON ECONOMIC RESULTS 273 





and: co-operative undertakings are very numerous and are liable to 
be altered under the influence of the historical changes of social life; 
here, I would refer to the effects of democratisation originally intended 
in many free collective-economy undertakings. 1 


The objectives of undertakings can, in fact, only be analysed 
realistically once the findings of social psychology and the social laws 
dealing with the expansion and regression of definite typical attitudes 
in ‘society are comprehensively used. This is clearly shown in the 
reports delivered before the ICRICE congresses which are based on the 
rapid and profound structural changes of society in this century. 
Examples for this are the disappearance of the reformatory motivations 
of co-operatives, the detachment of public undertakings from the. 
philosophies of public administration, and the trend towards large units 
which has extended to co-operative undertakings of nearly all 
descriptions; the latter is, in fact, not merely an expression of an 
indirect interest although it is true that it is primarily a condition of 
success in highly concentrated industrial undertakings. For the last 
two centuries, economic theory has not reasoned very much in terms 
of social psychology or sociology. It has concentrated mainly on 
simplified, unrealistic models of undertakings which it considers 
essentially as pawns of the market. However, this unrealistic approach 
has not been shared by the most distinguished economic scientists in 
public and co-operative undertakings who have preserved a detached 
attitude. If the theoretical work of ICRICE sticks to this tradition or 
returns to it wherever necessary, it sets a course that should be 
followed by economic science as a whole so that it can provide those 
engaged in economic practice with realistic advice. The modern 
methods of psychology and sociology must be used more widely than 
has been the case so far. One of these methods known to the public 
is that of opinion polls, but they include a whole variety of other 
possibilities. We are lucky to be able to say that in our circles these 
possibilities are more widely used than in many other groups, and this 
on an international plane. Examples for this are the scientific tests 
made in pilot and model undertakings organised in the developing 
countries by federations of public and co-operative undertakings. 


Having myself been engaged in practical work for many years, I 
would recommend today’s practitioners of public and co-operative 
economy to take more notice of new developments in every respect. 
I could name three or four federations in the Federal Republic of 
Germany where a contact has already been established. They have 
started taking notice of the latest developments in the theory of new 


1 Cf. WEISSER: “Gemeinnützigkeit und Paritätspostulat, ein Beitrag in Thesenform 
zur gegenwartigen Diskussion über die Stellung der Sparkassen im Wettbewerb” (Public 
utility and the claim for equal treatment, a set of theses contributing the current 
discussion about the position of savings banks in a competitive system); Sparkasse, 
No. 22/1964. The fifth thesis lists a large number of public-utility objectives which 
must be fulfilled by savings banks today. Legislation contains only few details about 
these objectives and {his not in an operative form. 


t 
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types of undertakings and, in particular, of their systems of objectives 1 
——as concerns both their structures and their changes; by contrast, the 
scientific experts in other federations and even ministries continue to 
be fascinated by the impressive developments of traditional social 
model research and forget to take sufficient notice of the typical 
differences between undertakings: I shail be very frank: the science of 
humans and human society today stands on the brink of a reappraisal 
whose signiticance may one day equal the overthrow of the ciassical 
science of mechanics by the pnılosophy of modern physics. However, 
this metaphor requires an addition: the classical science of mechanics 
has not completely disappeared, since it still has tasks to fulfil, and the 
same applies to the theory of models in modern social science. I snall 
never pretend that the model of a profit-seeking undertaking striving 
to maximise profit—or any similar model—cannot provide any instruc- 
tion, on the contrary, the number of models using—as the one 
described—-only quantifiable data will have to be increased so that we 
may know more about the structural differences between undertakings 
and their changes. However, the quantifiable, i.e. ideally operative 
information about what goes on within these models must be taken 
as a contingent, preparatory contribution to the analysis of the real 
processes, since it is certain that any economic activity is, also 
influenced by. aspirations and ideological ties which—as to both their 
content and their intensity—cannot, or at least not yet, be expressed 
in cardinal numbers and that the relationship of all the objectives 
involved is not of an order to allow the expression of their priority in 
such numbers. In these circumstances it is unrealistic to limit the 
target date of models to quantifiable objectives and mention the others 
merely as “marginal conditions” below the line; this is, moreover, 
usually done in empty terms such as “infrastructure”, etc. This problem 
was already. discussed in Rome. 


Incidentally, I do not pretend either that models of national eco- 
nomies which strive to maximise national product in more or less 
extended periods serve no practical purpose. But all these models are 
not sufficient for long-term programmes involving aspects of general 
social policy. They are unrealistic because they use an empirically 
inadequate outfit of data to prove that their theses are operative. All 
these finding have only very recently led to new theories about the 
structures, the purpose and the form of undertakings as well as their 
differences and changes; these theories—which have also very much 
extended to public and co-operative undertakings—are much more 
strongly based on psychology, sociology and social history. This 
needed to be said because the currently prevailing methods of assessing 
the success of undertakings convey—as a result of this lack of psvcho- 
logical and sociological foundations—not realistic enough a picture 
about the actual objectives of an undertaking and the tasks that may 


1 These systems of scaled-doen. logically “final”—ie. directly accepted—objectives 
are called “purpose” (in German: Sinn). : i 
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have; been laid down. However, such a picture is needed if it is to be 
ascertained whether an undertaking has been successful with regard to 
its many objectives. It is clear that legal norms and court decisions 
are of little help in this context. The legal prescriptions about the 
tasks of undertakings are usually vague, general clauses and the court 
decisions often suffer from the fact that they do not establish a 
sufficient relationship between the existing, individual objectives of the 
undertakings and the existing general state of society and its 
regulations. Today’s reports and discussions have preponderantly 
dealt with objectives, and not only with the methodological necessity 
to define them as clearly as possible but also with the actual content 
of objectives in public and co-operative undertakings.’ However, for 
the methodological problem of assessing success, these valuable con- 
tributions about the content of objectives are merely of illustrative 
significance, and I must therefore refrain from dealing with them in 
detail. 


The reports and debates of this Congress—and of the Rome Con- 
gress—have shown that these objectives are very numerous. For lack 
of time, I shall merely recall that a series of modern objectives of 
consumer co-operatives were pointed out at this Congress and that 
the speakers even distinguished different objectives or at least differed 
about the rank individual objectives should take in their view. In this 
connection, the excellent report of our friend Mr. Barbier is a good 
illustration. There are similar differences in the Federal Republic as 
concerns the discussion of the number and the nature of the public- 
utility tasks to be attributed to savings banks and credit co-operatives. 
What is needed here are catalogues—drawn up on a psychological and 
sociological foundation—of the objectives such undertakings should 
have or should strive for as a matter of policy. I have tried to further 
such catalogues, but I have no time this afternoon to report upon this. 
I shall confine myself to the statement that without such catalogues 
the assessment of success or failure is impossible and that empty 
phrases such as taking “public utility”, “the collective interest” or “the 
human being” as a yardstick do not help to elucidate the objectives; to 
this extent, there are not sufficient criteria for judging success. 


There may, of course, be some practitioners who will contradict me 
by saying that the result of the year is evidenced by the financial 
statements. But this is not the case, for even in a profit-making public 
or co-operative undertaking profit is not the sole objective. Financial 
calculation however, only considers profit and it is not even clear if a 
large profit is realised, to what extent this takes into account the long- 
term outlook of the undertaking. Duttweiler once said in a speech 
before representatives of private enterprise in Germany that, for the 
entrepreneur, profit is a waste product. Duttweiler, of course, was 
fond of such pointed phrases not to be taken quite seriously, but he 
has, in fact, characterised a type of entrepreneur who is by no means 
infrequent and part of whose thinking can be found in many manage- 
ments. ‘ 
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No doubt financial calculation is required even for public and co- 
operative undertakings. However, in non-profit enterprises this is no 
objective but merely a condition of success. No undertaking can exist 
forever if it registers a deficit every year. It can be said that 
accounting shows the degree of economic independence (in German: 
Eigenwirtschaftlichkeit) of an undertaking. Mr. Mossé has also com- 
mented on this subject. Today, all undertakings are engaged in 
commercial exchange with others. Their existence depends on the 
demand they find to meet their supply, even if this demand is generated 
artificially. The price set by the market does not take into account 
all returns and costs. It is no coincidence that the question of social 
costs and social benefits has been discussed in detail at the Rome 
Congress, since they are not considered as costs and returns by the 
market. However, an essential requirement for the existence of under- 
takings as legally regulated microeconomic bodies is the condition that 
the cost price does not constantly exceed the returns as expressed by 
the sales price. This can be calculated, but it is, in fact, merely a 
condition for the attainability of the undertaking’s objective and not 
an objective in itself. 


Even if an undertaking does not continually operate at a loss in 
terms of market indicators, an essential condition of success may— 
under certain circumstances and to a partially calculable degree— 
remain unfulfilled. This is the case for an undertaking that in a 
growing economy, does not follow the general rate of expansion and 
will therefore, as a rule, reach its expected goals to a steadily declining 
degree. In this case, a condition of success is the regular growth of 
all indicators recognised as such by the market and which can, in 
principle, be measured in cardinal numbers—with the exception of 
individual difficulties already known. However, even here one cannot 
ascertain the success of one of the undertaking’s objectives, but merely 
whether one of the conditions for the achievement of such success has 
been fulfilled under changing circumstances. 


Another condition of success may be the realisation of profits 
exceeding the mere requirement of economic independence as well as 
the market share. For me, this does not, however, coincide with the 
aspect mentioned by Mr. Lasserre who said that in co-operatives the 
foregoing of profit eliminates an incentive. There are many incentives 
and the one represented by profit often overestimated by modern 
economic theory, particularly where economic pioneering is concerned. 


1 Cf. Aldolf-Friedrich JACOB, Betriebserhaltung kommunaler Eigenbetriebe, Cologne 
and ‘Opladen, 1963. What we call the maintenance of independence, he has termed 
the effort to keep the operations of independent communal undertakings up to standard 
as concerns both output and development (“leistungsäquivalente” und “entwicklungs- 
adäquate” Bemühung um die Erhaltung des Betriebes...). However, in the context of 
the assessment of success, economic independence only connotes a certain relation— 
essential for the existence of the undertaking—between the expenditures and revenues 
which are honoured as such by the market. An undertaking thus need not increase its 
revenues even if its social costs increase sharply and its costs accounted for do not 
come down. N 
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The condition mentioned aims at profit from a different angle: if an 
undertaking in a growing economy is not provided with sufficient fresh 
capital, it can be forced to use its profits for self-financing. 


HI 


I am now coming to the greatest difficulty which has already been 
mentioned. Not all objectives and tasks! can be defined in such a 
way as to provide yardsticks for measurement, and to this extent 
success cannot be quantified in precise terms. It can only be vaguely 
stated that a given objective has been realised to a greater or lesser 
degree than previously or than in another undertaking. 


After all that has been said at this meeting, many remarks about 
individual results of the activity of an undertaking can only be made 
verbally and with a degree of inaccuracy. Even so, they must be made. 
If co-operatives are given educational tasks, we must know whether 
they were successful. But we cannot express in figures to what extent 
the individual educational targets form part of the undertaking’s pur- 
pose. The system of the objectives (as they are or should be) cannot 
reasonably be interpreted in such a way as to say, for instance, the 
purpose of a co-operative is to practice 11% more solidarity than is 
usual in economic life. And yet, solidarity can be an important 
objective which is not merely valid because it allows a better satis- 
faction of needs; on the contrary, it may be valid even though, in order 
to achieve the desired measure of solidarity, the normal satisfaction of 
needs may not be fully attained. Accordingly, it cannot be claimed 
that a public housing enterprise should realise a quality standard of, 
say, 7.3. In view of the cultural pioneering and the century old history 
of public housing enterprise it would obviously be unrealistic to neglect 
the cultural aspect in assessing success. Consequently it is impossible 
in this assessment to say that for these undertakings the cultural 
standard of dwellings has increased by 3.4% or that co-operatives have 
increased the feeling for solidarity or community or the sense of 
responsibility of their members by 36.5% or decreased them by 15.3%. 
The behaviouristic methods of psychology—with their quantitative 


1 It is useful in discussing the purpose of undertakings. to earmark all objectives 
resulting from their quality as instruments of social and, more particularly, economic 
policy. It is not self-evident that the purpose should include these features even if 
the determination of the objectives were exclusively the result of autonomous decisions 
of the undertaking’s organs and management. Certain features of the purpose may be 
provided externally from legislation or clearly distinguishable political trends; these 
features may be called “tasks”. It is true that, on the whole, the purpose of a publie 
or co-operative undertaking is determined by the interests and duties of all members 
of society, but it is not self-evident that they would make them their own autonomously. 
It may be necessary that the organs of society impose this task externally. In th’s 
connection, I should like to say a word about the term “public interest’. Referring to 
an enquiry of mine about the public-utility tasks of savings banks, Mr. Thiemeyer has 
Stressed that there are no timeless public-utility tasks and interests. One can, of course, 
create the concept of “public interest” which. like ail concepts, is timeless. But what 
is meant by this concept at any given time is subject to change (and this is true even 
in the case of court, decisions). 
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precision—only indicate the externally perceptible behaviour, but not 
the direct motives and therefore lead to no absolutely certain results. 


The objectives related with the appropriation of thé surpluses 
realised obviously include parts of the purpose whose success cannot 
be measured and cannot, therefore, be indicated in an interpersonally 
controllable manner. This has been strongly stressed by Mr. Schramke. 
In all public and co-operative undertakings which are meant to realise 
a surplus, this difficulty should not be disposed of as a marginal 
problem. Here, I do not refer to the surpluses which have to be handed 
over to an external authority and whose appropriation therefore lies 
outside the competence of the undertaking. This is by no means the 
rule; cases in point are “internal subsidies” and, to some extent, cer- 
tain expenditures—apparently destined exclusively for publicity—such 
as those of savings banks as far as they generally serve the education 
to save. Moreover, they always include institutions benefiting from 
such surpluses, which form a legal unit with the profit-making under- 
taking (e.g. orphanages and their printing shops where the success 
of the whole unit is of interest to the social performance of the 
orphanage). 

The same is true for the relative scale of the individual objectives 
(priorities). If we wish to express that an undertaking has been 
generally successful, we cannot say that objective number 1 must be 
achieved to the extent of 57%, objective number 2 to the extent of 43%, 
objective number 3—perhaps a favourable working climate—to be 
extent of 26% and the three objectives, taking into account certain moral 
factors, to the extent of 57%. In this sphere, much is left to intuition 
and any responsible entrepreneur will have conflicting sentiments, not 
so much about the means to be used, but because he is uncertain about 
the interpretation of the objectives and their priorities. 


In these circumstances it is obvious that the over-all result of an 
undertaking in a one-year period can only be stated verbally; figures 
cannot be used, at least not in the current state of research. 


All this is applicable correspondingly to the assessment of success 
in national economies as a whole, Le to the total of their political 
objectives and tasks. We found this out already on the first day of 
this Congress when we discussed the role of competition. If a better 
supply of consumers were the only objective of economic policy, we 
might, as I already pointed out, have to back the oligopolies of highly 
concentrated concerns, since they are often able to sell at very low 
prices. However, it is also possible to appreciate the cultural value 
of competition inasmuch as it increases the responsibility of the 
members of society. To the extent that we find that the freedom of 
the citizen in a highly developed industrial society is threatened, we 
may feel obliged to protect competition even if it does not accomplish 
the maximum supply of consumers in individual fields of the economy. 
I shall not go into the details of this problem which, however, exists. 
To measure the success of this type of policy based on judgment 
would be very difficult. | 
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After this excursion, let us again come back to the microeconomic 
structures and, in particular, to private as well as public and co- 
operative undertakings. Economic science is used to considering only 
the satisfaction of needs or the profit that may result in this process 
as corporate objectives. Yet, it is a fact that the originators of micro- 
economic bodies are normally interested, not alone in the result of the 
satisfaction of a need or in profit and the conditions of increasing it, 
but directly in certain qualities inherent in the fulfilment of this 
organised economic activity. Here, most people have in mind the 
working environment which can be assessed indirectly or directly, 
positively or negatively. In fact, there are many qualities of fulfilment 
which can, and are—taking into account differences in composition 
and priority—directly assessed, positively or negatively. It is obvious 
that, among all the aims of an undertaking, these objectives should be 
considered as well if a comprehensive judgment is to be made about 
the success or failure of an undertaking. Mr. Hagnell has dealt with 
this side of our problem which, however, is to a major extent concerned 
with imponderables. 


While general society statistics—including the official central 
statistics and statistics published by federations and undertakings— 
as well as the modern methods of empirical psychological and socio- 
logical social research are capable of considerably extending the reach 
of what is quantifiable in assessing the success of an undertaking, there 
are many objectives that cannot—neither in their essence nor in the 
extent to which they have been achieved—expressed in cardinal 
numbers, nor can definite, reliable conclusions be reached regressively 
through the use of behaviouristic substitutes. 


The objection is frequently made that the results of macro- or 
microeconomic model computations generally agree with reality, and 
that they can therefore be considered as preliminary hypothetical con- 
firmations from the critical standpoint of what is considered to be true 
today. But, I repeat, that this does not take into account their effects 
on society as a whole nor (with specific exceptions) their long-term 
effects; indeed, this perfectionist desire of quantification involves the 
danger that those responsible for shaping the social structures become 
blind to these effects and to the values threatened by them. 1 


Let me give you some examples for the dangers thus raised by 
science. It is obvious that the systems chosen for undertakings viewed 
as social structures have an influence on the attitude of those active 
in them, and, in particular, on those who shape them. Of course, this 
influence does not completely and to the greatest possible extent 


1 The historical school of economics was no doubt poor in developed theorems; but 
its research was focused on many aspects tending to be neglected today, and it noticed 
the sociological background of economics more clearly than many modern scientists. 
This was particularly true for the brilliant analyst Maz Weber whose deep insight into 
social relationships have made him--despite his claim that science should be free from 
value judgments—an eminent teacher of all practitioners who are aware of their 
responsibility before history every day. ` 
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deiermine the attitudes of the people involved; modern social psycho- 
logy does not stand for fatalism of this kind. However, this influence 
is effective as a tendency. Accordingly, the assumption can for instance 
be made that the predominant or sole existence of profit undertakings 
in a national economy will favour the advance of certain egocentric 
attitudes in society to the detriment of other social attitudes. If the 
success Of a national economy during a given period is to be assessed 
with regard to all the objectives of the society concerned, the influence 
of such trends must therefore be taken into account. It is almost 
trivial to say that a rapid growth of national product can be accom- 
panied by cultural decline and the crumbling of the mutual regard that 
is normally a moral obligation for the members of a society. In 
assessing the success of, auch a growing economy formed by profit 
undertakings during the period under review, are we really entitled 
to neglect these trends—-which are very difficult to measure—as a 
marginal feature? Similar examples exist in the microeconomic sphere. 

Let us assume that an entrepreneur wishes to leave his business to 
his infant son. This induces an indirect interest for him to preserve his 
health. However, at the same time he wants to leave his son as large 
and prosperous a business as possible. Now, it is found that, during 
‘a given period, the undertaking has made a large profit and has 
objectively laid the foundation for further future growth. But, in 
achieving this success, the entrepreneur has ruined his health; the 
prospect of his running the business until his son is old enough to 
take over has thus dwindled considerably. Can it therefore be said, 
in abstracting from the objectives determined by family considerations, 
that the business has been successful? In this case, should we not 
phrase the result as follows: The growth objective of the undertaking 
competes with the objective that it is to serve the children. This 
induces an indirect interest in the good health of the present head of 
the business. The undertaking can thus only achieve ideal success if 
the working capacity of the owner is used up to a less than normal 
degree. It follows that, during the period under review, the under- 
taking was unsuccessful with regard to the sum of its objectives. 
While the intensity of the competing interests cannot, admittedly, 
be measured precisely, the family objective in our case, must by no 
means be neglected. 

Examples for the danger of neglecting what are called the 
imponderables can also easily be found in the case of public and 
co-operative undertakings. Let us assume that the purpose of a 
public or free collective-economy undertaking is to serve directly 
certain intellectual and, in particular, cultural needs which may 
be in no—or insufficient—demand but which must not be neglected if 
the cultural level of society is to be maintained. Now, there is an 
empirical hypothesis—often confirmed—that the attitudes of those who 
manage social or—in our case—economic institutions are to some 
extent to conform to the institutional purpose of that body lest it 
should degenerate or, in other words, fail to serve its purpose. -It 
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follows that -the attitudes to be hypothetically expected from the 
persons responsible for the bodies concerned-—in our case public and 
co-operative undertakings—should be systematically fostered. During 
a given period, the undertaking concerned may have remained “healthy” 
and have—still—fulfilled the tasks expected from it, but there may be 
signs that the attitude of its management has no more sufficient ethical 
ties with the institutional purpose of the underaking; it is thus to be 
feared that it will not be long before it can no more fulfil its purpose. 
Can it be said in this case that the undertaking has been successful 
during the period under review? Here again, we have a phenomenon 
that cannot be measured, although its importance can be assessed on 
the basis of certain indications. 


Consequently, it is no use resorting to the compromise that economic 
science should restrict itself to results capable of being expressed in 
figures. Public and co-operative undertakings have many unquan- 
tifiable tasks which rank very highly in the range of their over-all 
fundamental—metaeconomic—objectives. If they were neglected as 
marginal features—as is advocated by many economists—and only 
quantifiable tasks were taken into account, the judgment on the over-all 
success would be subject to so many reservations that this would 
deprive any conclusion of much of its meanings. Is it asking too much 
if economists, who themselves often use higher mathematics today, are 
expected also to use the results and possibilities of anthropology, social 
psychology, sociology and social history? Indeed, this should be 
inevitable wherever micro- and macroeconomic structures and, in 
particular, their purpose and the question of success with regard to 
that purpose are concerned. 

The sciences listed should at least be used for the following aspects 
of research: 


1. For the interpretation of the content of all logically final 
objectives of social institutions—in our case undertakings and 
national economies—which are not directly obvious but are, to 
start with, merely instinctively felt. 


2. For the determination of the priorities to be taken by these 
objectives within the general system of objectives—i.e. the pur- 
pose—of the undertaking. 


3. For the analysis of changes in these systems of objectives. 


4. For making judgments about the success or failure in a given 
period of the efforts to achieve the obiectives in the order of 
their priorities in the general system (No 2), inasmuch as the 
effects of these efforts are not directly obvious. 1 


1 If an undertaking constructs only dwellings with bathrooms and if the bath tubs 
are used by the tenants for storing objects they temporarily do not need, the failure 
of this effort to raise the standard of housing is directly obvious: if, for educational 
reasons, the undertaking builds playgrounds which, through their form and equipment, 
are designed to raise the children’s initiative, the assessment of whether this edu- 
cational effort has increased the children’s mental independence can only be made 
indirectly and as a ee conjecture, on the basis of numerous observations. 


12 
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5. In particular, for founded hypothesis—arrived at Im analysing 
the psychical effects of the effort referred to under (4)—which 
normally cannot, or not directly, be expressed in cardinal 
numbers, so that only external attitudes allowing to deduce the 
effects of such efforts can be put into figures. Here, investiga- 
tions in terms of modern empirical social research should be 
made. 1 | 


As you see, in dealing with our subject we always come back to 
the limits of what is quantifiable in economics and social science in 
general. I do not point out these limits because I am one of the 
unrealistic opponents of quantification to be found on the continent 
among the older representatives of economic and social science. What 
can be quantified should be quantified, for only indications of this. 
nature can be precisely checked on an interpersonal basis. Yet, I 
would express an emphatic warning that interpersonal checks’ should 
not be mistaken for the criterion of truth; it is only a condition of 
understanding. But this condition should be fulfilled wherever possible. 
Mr. Kühne justly stressed that our discussion still has tasks to fulfil. 
in this field. 2 


Wherever this condition cannot be fulfilled, there remains .the 
possibility of scientific conjecture: the objectives, while not expressed’ 
in ideally operational terms, are interpreted as clearly as possible, their ` 
priority within the system of objectives (the “purpose” of fhe insti- 
tution) is, if possible, at least determined ordinally and the. extent to 
which the objectives thus defined can be realised is—with scientific 
impartiality—described verbally. Sometimes a metaphor may be used ` 
as in the case of efforts to improve housing standards. However, these 
verbal and metaphorical statements presuppose that the people to whom 
they are made are receptive to them, a fact that cannot normally be 
expected unless they themselves have related objectives; yet, the 
minimum required is a certain capability of understanding for values 
that are not their own. 


In discussing all the subject problems we must beware of per- 
fectionism which can defeat the whole cause. In this connection I must 


1 The usefulness of behaviouristic methods in the universal analysis of success in 
undertakings is studied by Heiner Pong in Archiv für öffentliche und freigemeinnützige 
Unternehmen, Vol. 8, No. 1. The logical problems of deductions as to the motivations 
of attitudes observed, are dealt with by Klaus LOMPE in his essay Probleem wissenschaft- 
licher Beratung der Politik, ein Beitrag zur Theorie der Anwendung der Sozialwissen- 
schaften (Problems of scientific advice to politicians, a contribution to the theory of 
applied social science). To be published shortly. , 


2 We have dealt with this question in the meeting of the Scientific Commission’ 
of ICRICE following the Congress. Among other things, Mr. Kühne spoke about the 
shortcomings of statements with regard to fixed assets, which often lead to erroneous 
information about the result of operations and, in particular, about deficits. Mr. Neu- 
mann added that valuations should be internationally uniform. The optional and com- 
pulsory rules of valuation comprised in commercial and fiscal law leave too large a 
margin. A decision of the Supreme Court realistically stated that the principle of 


“true statements” is an illusion. , 


& 
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once more revert to the state of modern science. There is a widespread 
mental attitude today: which, in German, is termed Wissenschafts- 
gldubigkeit, an almost blind faith in science as long as it offers precise 
formulas that can be checked on an interpersonal basis, rather than 
mere speculations. Science itself and, in particular, the critical 
analysts of today, are much more modest about the possibilities of 
theory. In this connection, I should like to say a few words specifically 
about the .situation of all those sciences which are primarily used by 
~ public and co-operative undertakings. In their empirical research, they 
have suffered—and partly still suffer—much more than others from- 
speculation sometimes reaching into the metaphysical sphere. It is 
natural that, their strictly scientific and impartially realistic repre- 
sentatives find it difficult at a time when they are at last freeing them- 
selves from speculations reaching two-and-a-half chiliads back to Plato 
_to realise—both in their research and their practical work—that modern 
critical analysis of science shows up the limits of the empirical sciences 
more and more clearly. The human and social sciences can express 
their views about eminently important questions much less operation- 
‘.ally—i.e. easily controllable for everyone—than would be desirable. 
This is why these scientists often seek refuge in the apparent realism 
of the specialised fields—which are only capable of quantification 
-because they isolate—and thus unconsciously drift away from the 


_ > realities-of human society which, in the current state of critical analysis 


as a whole cannot, to a large extent, be expressed in ideally operational 
theses. However, this is no reason to admit failure and to start 
speculating anew or to retrench behind partial analyses yielding little. 
- We must have the courage to make a scientific conjecture, in other 
words, to take an intellectual risk. Those engaged in practical work, 
who: cannot turn over their responsibility to the scientists, are dependent 
on the limited efforts of the latter. This is a field Mr. Mortara has 
dealt with in his observations about qualitative standards of success 
and which has also been discussed by Mr. Mossé. 


IV 


Although I could only deal formally with the question of the 
objectives as criteria of success, we now have to turn to the methods 
of ascertaining success. 

First, I should like to lay down the general rule that everything that 
can be measured should be measured. Here, there are more pos- 
sibilities than are generally realised in modern practice. I would refer 
you to the reports and only briefly point out the following: 


1. If, for the assessment of the annual results of an undertaking, the 
objectives are not expressed in an extreme, fundamental manner 
but are brought to the surface through formulas using an average 
degree of abstraction, this may facilitate the assessment. One 
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must then instinctively remember the fundamental objectives and 
' ~ point out the dependence of. the obvious objectives from the logic- 
ally. “final” ones, so that at least the nature of the fundamental 
objectives taken into consideration by the analyst becomes clear. 
- The formula of a maximum satisfaction of demand or of the needs 
‘is by no means sufficient. | 


It is perfectly legitimate to grasp the fundamental objectives 
. mainly by instinct and to refrain from expressing them in precise, 
rational formulas. However, if you want your chief accountant to 
express the results in figures, the fundamental objectives should 
be termed as operationally as possible or else the report should be 
explicitly limited to definite indications that can be expressed in 
figures. Moreover, the management should realise that it is only 
provided with partial contributions to its judgment about the 
over-all result. In public and co-operative undertakings this applies 
largely to the performance of many tasks in the service of public 
utility. This is relatively easy for the aspects of the purpose laid 
down institutionally (Thiemeyer). 


2. In this connection, there is the difficulty pointed out by Mr. 

- Thiemeyer that success in certain tasks—such as the development 

of economically underdeveloped areas—-cannot generally be 

ascribed to individual undertakings but to groups of undertakings 

belonging to different branchés and to the efforts of non-economic 

institutions. In these cases, it is very difficult, or even impossible, 

' to determine the share of the individual undertaking in the over-all 

‘` performance. Yet, there are usually indications allowing conjecture 

' about the success of the development efforts which have been 
“ contributed by the individual undertakings to the over-all result. 


3. The quantitative date provided by the modern statistical methods 
of the central bureaux, the professional organisations and the 
individual undertakings and the methods of empirical social 
research developed by psychology and sociology permit the 
establishment of a comprehensive corporate accounting system. 
This is important, although the data provided—to the extent that 
they refer to imponderables—only become useful once deductions 
have been made which—although reliable--only have the value of 
scientific conjecture. Business economics has as yet only started 
to use these possibilities. In practice, there is the inconvenience 

. that: this type of measurement is costly and that the results are 
usually available at a late stage. However, there are possibilities 

. of co-operative, consortial or federative collaboration. Particularly 
costly operations for gaining quantified contributions to the 
assessment of over-all success can be taken over by federations or 
roof organisations. This means, given the current state ‘of tech- 
nical training in these fields, that the federations or roof organisa- 

‘ tions must employ specialised graduate scientists for doing 
‘ . empirical social research. This suggestion does not imply the: 
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introduction of a new kind of luxury in the field of social policy, 
but simply an extension of the accounting departments so that they 
can measure not alone the degree of economic independence of an 
undertaking but can also contribute to measuring the success in 
terms of the over-all objectives. 


A What has to be achieved, is a considerable extension of the annual 
reports which should be completed by reports for periods sub- 
stantially longer than a year. The annual report should not be a 
mere commentary on the balance sheet and the income statement, 
since it is not alone important to provide more information than 
the statements with regard to merely a single objective—the 
maximisation of profit—or, in the case of non-profit undertakings, 
with regard to the mere conditions of success. 


5. It follows from these observations that the comparative analysis 
of undertakings—i.e. the comparison of performances in different 
undertakings of the same type—should be improved, in spite of the 
high level of the methods science has developed for this purpose. 
Indeed, up to now this type. of analysis has. considered many 
objectives and tasks of undertakings merely on the fringe, although 
they rank highly in the list or priorities, in fact, in the public and 
co-operative undertakings higher than profit. It has also taken too 
little account of the difficulties encountered by the assessment of 
success in undertakings where many objectives compete with each 
other. 


6. There are special problems resulting from the fact that the 
decisions providing the purpose for an undertaking—such as the 
act of foundation, corporate acts, statutes, contracts with sub- 
sidising authorities and legal norms—only lay down part of the 
objectives institutionally, while the others are not explicitly men- 
tioned but are left to social tradition and to the will of the current 
organisers. These objectives may rank very highly such as in 
the case of the puritanical entrepreneur in. the early liberal period 
who had the wish to prove himself before God through his assi- 
duity. Even so, for obvious reasons it will be necessary for public 
and co-operative undertakings to focus their assessment primarily 
on objectives laid down DEE and, in particular, the 
public-utility tasks. 


7. Here, I should also like to say a word about the problem of social 
costs and social benefits. The market does not attach a price to 
these data and yet, as we all agree, it is useful to comment on 
this type of costs and benefits. However, there is a difficulty, 
residing in the fact that there is no clear rule for the use of the 
term “social” so that such comments often appear fairly arbitrary. 
There is thus the anne of losses rough the impairment of 
the landscape. 
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10. 


11. 


This uncertainly can only be overcome if the vague attribute 
of “social” is replaced by a catalogue of the basic claims the 
person who uses the word has in mind. Contradictions will, of 
course, arise which have so far been covered up by the use of the 
vague word “social”. To repeat it, however, the greatest difficulty 
resides in the fact that the extent to which the attributes included 
in the term “social” have been realised, can in many cases not be 
expressed in cardinal numbers. | 


The shadow prices and the prices used for the internal accounting 
mentioned by Mr. Mortara provide additional quantifiable data 
that can be used in analysing success. 


We are again most dependent upon psychology and sociology if 
we try to answer Mr. Hagnell’s question as to the development of 
the personnel’s living standards and of its influence on the policy 
of an undertaking. He justly emphasises that the so-called wage 
and salary-earners, while not being the owners, are after all socio- 
logically responsible for the undertaking. 


Mr. Neumann concretely suggested that independent bodies for 
examining and judging the success or failure of an undertaking 
should be set up. They should not merely confine themselves to 
making certain that the business has been conducted correctly and 
in accordance with the law, but they should also find out—having 
the undertakings’ public-utility functions in mind—to what extent 
the total of their measures and omissions in the service of these 
functions have been successful or have failed. 


The recommendations made so far assume that the results— 
measured or verbally described—in a given period of time are suc- 


‘cesses or failures arising from the decisions made by those at the 


head of the undertaking. However, we should also consider the case 
where external circumstances beyond the contro! of the organisers. 
have provoked positive or negative effects with regard to the 
undertaking’s objectives. One of the persons having dealt with this 
aspect was Mr. Spinetta. These effects must, of course, also be 
taken into account, since the purpose of assessing success is not 
—or not primarily—to judge the merits or mistakes of manage- 
ment; it is to find out whether the undertaking has come near its 
objectives or has drifted away from them. In cases like these, 
the word success in not commonly used, one speaks of luck or 
misfortune and of the effects of “objectively” favourable or adverse 
circumstances. By contrast, the accounts of undertakings generally 
do not distinguish between the achievement of objectives to be 
clearly and exclusively ascribed to correct decisions made by the 
organisers and to be therefore considered as actual success, and 
the effects of favourable circumstances.’ Yet, imprecision can lead 
to inaccurate judgments. It may also be necessary to make a 
separate evaluation of the effects resulting exclusively from the 
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structure and the attitudes of the undertaking. This is the case, 
in particular, if a political judgment is to be made about a 
specific type of undertaking or about the personal qualities of its 
management, In this regard, there are many examples for public 
and co-operative undertakings. Let me remind you of the wide- 
Spread opinion that public undertakings take less economic deci- 
sions than private companies. It is true that this judgment is 
usually based on the premise that the success of an undertaking 
is reflected in its profit. Yet, there is also the frequent opinion 
that the initiatives of management are not sufficiently “economic” 
because it gains no material advantages from them. In actual fact, 
today there is no typical difference between the quality of man- 
agement in legally independent public undertakings and private 
companies; however, for many modern public undertakings, there 
is the influence of an external factor they are highly concentrated, 
large concerns, and this—rather than the public ownership—teads 
to certain aspects of paralysing bureaucracy; similar developments 
can be observed in private companies of equal size. 


V 


Please don’t misunderstand me, Ladies and Gentlemen. I have 
started out with the claim that there should be more measurement. But, 
just as any capable practitioner does not try to deceive himself through 
utopical assumptions and yet takes risks, the scientist should have 
realistic views about his possibilities and yet try to help those engaged 
in practice. He has learnt to interpret the “final” objectives more 
clearly than in the past; he can try to make as complete lists as 
possible of the objectives entering into consideration; he can point out 
changes in the existing systems of objectives which are not yet 
sufficiently known and make reasonable conjectures on the basis of 
purpose structures that are either established or considered desirable, 
in order to make recommendations or express warnings to practitioners. 
He can also develop the traditional accounting systems as Iong as he 
realises’ that they are not based on the over-all objectives undertakings 
actually have in an order of priority to be analysed in each case or 
should have as an institutional purpose when making their decisions. 
There are therefore, apart from the definition of the objectives, three 
tasks: the development of appropriate verbal formulas to judge the 
“over-all success”; formulas about partial results which are partly 
verbal and partly supported by behaviouristic deductions derived from 
the measurement of attitudes; and formulas expressing directly 
measurable, partial results on the basic of traditional figures which, 
however, need to be improved (this includes the degree of “economic 
independence”, possibly of profit, directly measurable results with 
regard to other features of the purpose—preferably of the institution- 
ally established parts of the purpose). 
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Let me stress once more that in the fields discussed by us, the 
theory of public and co-operative undertakings. often appears as an 
act of pioneering, since it provides the possibility of examining the 
human being in the light of all its objectives and of establising the 
over-all purpose of society. The reports and statements made have 
shown the directions in which improved instruments to assess success 
in public and co-operative undertakings should be sought. 
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DISCUSSION 


Statement by Dr. Lothar NEUMANN (Federal Republic of Germany) 


I. Mention must also be made of the works from the literature 
on public economy written by those who represent the morphological 
approach. Weisser, who—as was stressed by the national economist 
Hans Peter of Tuebingen—first dealt systematically with the morpho- 
logical trend in the study of industrial management, drew attention 
to criteria for success analysis which are basic to the appraisal of 
individual undertakings, as is to be shown forthwith. 


2. Finally, it deserves to be noted that no resarch institution in 
the Federal Republic today concerns itself with the question whether 
the institutional purpose elements alone—as described by Mr. Thie- 
meyer—is fulfilled or departed from. The task of the industrial 
research worker in Germany is known to be restricted almost exclusively 
to the examination of the accounting for judging the individual 
economic efficiency and the profits of the undertaking. Appraisal of 
public undertakings without doubt demands that new organisational 
solutions be sought, which means that tests are concerned in a general 
way—and not only in application to societies—with something other 
than correctness, seeking also to ascertain whether and in how far 
the material and other aims and tasks of these undertakings are ful- 
filled in each case. 


Statement by Mr. Giorgio STEFANI (Italy) 


First I wish to make a few simple remarks on the notion of 
efficiency. On the whole, it can be considered that efficiency is the 
aptitude of an organisation to produce a certain effect. ‘An enterprise 
is efficient when it is able to produce a certain quantity and quality 
of goods at the lowest possible cost, given a certain productive 
structure. | 


Consequently, efficiency could be considered as synonymous with 
“productivity” and “output”. But since it concerns the enterprise in 
its entirety it has a more extensive and wider significance. 

Perfect efficiency does not depend only on the techniques of pro- 
duction chosen by the technicians; it depends also on the co-ordination 
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and healthy relations between all the productive factors employed and 
the men working in the enterprise. Efficiency requires also a brain 
directing the whole, understanding the conditions of the market, and. 
looking shrewdly towards the future. Consequently, it is not enough 
to realise an optimum combination of the production factors, il is also 
necessary to administer well and to control efficiently. But above all 
it is also necessary that perfect co-ordination exists between all the 
components and that the governing body and managers are fully able, 
active and concerned to obtain the best results from the management. 


On this point it has been said that public enterprises find themselves 
handicapped compared with private enterprises. The latter are watch- 
fully managed by the owner who has every interest in avoiding wastage 
and in spurring on the workers, 


Apart from the fact that this reasoning is much more valid for small 
and medium private enterprises than for bigger ones, it must be 
admitted that the saying “the master’s eye fattens the horse” is hardly 
applicable to public enterprises. However, it is possible to avoid the 
inconveniences that could proceed from such a situation by using 
control and motivation systems. For example: production bonus; pro- 
motion based on merit; eventually distribution of part of the profit 
amongst the employees; reciprocal control for interdependent activities, 
etc. I do not pretend that these methods are always valid, however, 
they are useful, especially if the management of the enterprise is 
autonomous without, of course, the State renouncing its power to 
control, 


Efficiency cannot be evaluated at a given moment, statically. The 
enterprise lives within time and within a given market. Around it, every- 
thing grows and is transformed, just as within its internal organisa- 
tion many things continue to be modified. It is. therefore important to 
conceive efficiency in a dynamic fashion. It is not unimportant to know 
that the public enterprise is perfectly efficient at a given moment, but 
what is decisive is to know that the optimum conditions realised by 
the enterprise at a given moment will continue in the course of time. - 
This does not mean immobility, but on the contrary, a continual 
adaptation of the productive structure to technical evolution, to con- 
sumers’ needs, to the aims of the public enterprise. 


This dynamic conception of the notion of efficiency is of prime 
importance for public enterprises and chiefly for enterprises wielding 
a monopoly which cannot be stimulated by the competition of other 
enterprises and the free choice of the consumers. It is possible to 
make a great many remarks on this subject, but the time at my disposal 
does not allow if. 


There is another way of conceiving efficiency, which concerns 
mostly public enterprises. Professor Weisser has this possibility in 
mind when he speaks of the “Bedarfswirtschaft”, that is to say of 
production aiming at the best satisfaction of the consumers, apart from 
pecuniary gain. Public enterprises are indeed intended to satisfy 


r 


DEBATE ON ECONOMIC RESULTS 291 


` certain needs of the community and therefore their productive structure 
is geared to the best satisfaction of these needs. 


To sum up, a public enterprise can be considered efficient if it 
serves, under the best conditions, throughout its active operation, the 
economic and other purposes entrusted to it by the State. 


The public enterprise is not an organisation having an aim in itself; 
it is an instrument used by the State to attain definite ends. If this 
definition is accepted, it is clear that the evaluation of the efficiency of a 
single public enterprise is an evaluation of primary approximation. 
Obviously, each public enterprise occupies a specific place in the 
organic framework of public enterprise as a whole. It is therefore 
necessary to consider this global framework to estimate completely the 
result of the management of each enterprise. 


Looking at it in that way, we arrive at a plurality of points of 
view as far as efficiency is concerned; it is therefore possible to 
conceive of efficiency at the enterprise level, efficiency at the level of 
the sector to which the enterprise belongs and efficiency at the level of 
the entirety of the public enterprises of the country. It is also possible 
to consider a strictly economic efficiency as well as a political efficiency 
of the public enterprise in the sense that it is an instrument used to 
achieve the political aims assigned to it by government. 


I should like to emphasise especially the necessity of co-ordinating 
the activity of the public enterprises working in the same sector, or 
in interdependent sectors. As Mr. Mortara pointed out, it could happen 
that the deficit of a given enterprise is accounted for by the fact that 
its production is utilised within the production of other public or even 
private enterprises. It is enough to recall the utilisation of railways 
as a means of transportation or the use of electricity by many other 
industries and services. 


To conclude, we must recognise that the efficiency of public enter- 
prises as a whole is calculated by means of comparison and global 
evaluation. Hence, the question of efficiency is not only economic, 
but also political, since the quantitative and qualitative evaluation must 
be made not only in economic terms, but also in terms of welfare. This 
evaluation can only be made by the governing authorities. 

Thus we are led to consider the choice of economic policies and 
their mutual compatibility. 

Politicians may not pay enough attention to the old saying: “One 
cannot have both the barrel full and the woman drunk”; they want 
these enterprises to serve different purposes at the same time. A 
global and co-ordinated view must precisely enable financial resources 
to be allocated under the best conditions: to choose the best invest- 
ments possible; to entrust to some enterprises the task of production, 
to others tasks having a social purpose; to distribute their activities 
between the different parts of the country; to boost some productions; 
to limit, or on the contrary, to encourage some private activities, etc. 
Each one of these aims is often mentioned separately. It is important 
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to put them together in order to check -whether or not they are 
compatible. 


Sometimes, incompatibility exists only on the surface, that is to . 
say, it results from the comparison of official declarations. Actually, . 
the government is aware of the real possibilities. In many other cases, 
incompatibility is the result of the fragmentary character of the deci- 
sions and of insufficient depth in the study of the problems. For this - 
reason it appears useful to point out the types of incompatibility 
existing between the objectives and the activities of the public enter- 
prises which should achieve them. It is advisable, in any case, to take 
as basis the knowledge of what is coherent and rational and of what 
can be really fixed as an objective, so that the political choice takes 
into account the eventually heavier cost entailed by a given public 
enterprise, in other words, the policy chosen must take into account 
the eventual lack of efficiency in respect of some extra-economic 
objectives. 

I suggest the following distinctions of a general character, to be 
applied to public enterprises: | 


(1) Inconsistency between concomitant objectives. This happens 
when the public enterprise has an activity contrasting with the activity 
of other public enterprises, or even private ones of the type called by 
Professor Weisser “free enterprises of collective economy”. This 
inconsistency is hardly visible when comparison is made between the 
objectives fixed in the statutes of the public enterprises, but it is 
more easily discernible in their practical activity when the direct and 
indirect effects arising from it are taken into account. 


(2) Inconsistency in the choice of means in relation to the objective. 
This happens when the structure, the dimensions, the quality and the 
quantity of the products of the public enterprise are not in proportion 
or insufficient in relation to the objective to be attained. As I have 
already mentioned, this objective involves the satisfaction of the con- 
sumers, but it may also sometimes involve the interests of general 
economic policy, the trade cycle or social policy. 


(3) Lastly, the inefficiency of public enterprise may be due to mis- 
takes, that is to say, wrong evaluations. The mistake may spring out 
of a misinterpretation or an insufficient knowledge of the objective. In 
other cases, the mistake can be attributed to the means employed. 


This third possibility concerns cases similar to the two preceding 
types: a mistaken idea of the objective brings about a potential 
inconsistency between the formulation of the objective and its practical 
realisation which will then be inadequate. The mistake in the choices 
of means—that is to say, the productive structure of the public enter- 
prise—is similar to the inconsistency between the means chosen and 
the objectives. The difference between mistake and inconsistency 
consists mainly in the fact that the mistake is unintentional and 
inconsistency is known. Of course, there direct mistakes also occur 

when these problems have not been studied deeply enough. Conse- 
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queritly; when those responsible for the management of the enterprise 
become aware of the mistake, they have the choice either of correcting 
. the mistake by changing those conditions of the public enterprise which 
are not right or of transforming the mistake into inconsistency by not 
changing anything. 


(4) I have kept the question of inconsistencies and mistakes at the 
elementary classification level because an elaborate analysis would 
require a lengthy paper. But I must conclude my statement. Conse- 
quently, I shall only remark that it is not always possible to try to 
attain simultaneously all kinds of objectives and effects through the 
activity of the public enterprises: and that it could happen that an 
objective, excellent in itself, would not be compatible with the existing 
situation; in some other cases, a good and attainable objective cannot 
be reached owing to the adequate or bad organisation of the public 
enterprise. 


Statemient by Mr. Jean LACROIX (France) 


I should like to ask a question and to make three remarks whose 
brevity will excuse their abruptness. My question is directed primarily, 
to those responsible for the agenda of this Congress. I should like 
to know if it is intentionally that, in the papers submitted to us con- 
cerning the criteria of the efficiency of collective economy enterprises, 
no place has been assigned to agricultural co-operatives? Now it 
seems to me that what has been said about public enterprises or 
consumers’ co-operative enterprises cannot be applied precisely to 
agricultural co-operatives. I should therefore like to know if this is 
just an accident, or because it has been considered that the latter are 
not part of the concern of the ICRICE members? 


As for my remarks, the first is a remark about method. When the 
criteria of efficiency of an enterprise have to be determined, it is 
necessary to define beforehand the spacial and temporal framework in 
which this enterprise carries on its activity. Professors Weisser and 
Thiemeyer have mentioned briefly in regard to public enterprises that, 
when they are considered in the short-term or the long-term, from the 
municipal or the national standpoint, the outlook could be very 
different. But this is even more true of the co-operative enterprises 
which are seldom monopolistic, which operate on the competitive market 
and whose development, is in some degree potential and may take very 
different ‘directions. Moreover, they must finance themselves without 
resorting to public funds and ‘they are scarcely able to face a deficit 
over a number of years. Lastly, the very concept of a fictitious 
liquidation cannot be safely applied, seeing that they are enterprises 
with indivisible reserves. It seems, therefore, that the choice of 
the period of reference and the dimension of the market considered may ` 
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seriously affect the results reached by the application òf such or such 


efficiency criterion and one does not see very well how it is possible - 


to escape from this situation. 


: My second remark concerns the tire of the. profit criterion for 
private enterprises. It seems that we are somewhat confused since we - 


cannot make use of a simple ratio between operating surplus and 
capital. But, as Professors Mossé and Mortara so properly mentioned 
yesterday, this ratio, even for capitalistic enterprises, is not easy to 
calculate and above all—this should be emphasised—it can hardly be 
used for such fundamental choices as long-term: investments. Is 
it necessary. to call to mind that a general market of future goods does 
not exist and that, even if all the enterprises were equipped with com- 
puters and had at their disposal these ‘university graduates familiar 
with the maximisation of profit Mr. Eronn was telling us -about ‘yester- 


day, they could not avoid the ‘necessity of making many choices :in the. 
parameters to be introduced into the equations and that; since anyway ` 


it is the future that is at stake, they are really laying bets and these bets 


relate more to prospects, with all that implies of poetry, nôt to say : 


romanticism, to borrow the expression of Professor Mossé, rather than 
to forecasting with all its apparent mathematical strictness. I find the 


fact rather symbolic that the principal French enterprise which has ` 


encountered-difficulties during the last few years is precisely the one 
making computers and selling to its customers methods of rational 


management. Profit does not, therefore, constitute for private enter- . 


prise quite such a brilliant beacon as we tend to believe in: studying 
the shadow prices mentioned by Professor Mortara. 

My last remark concerns the use of sociological investigation and 
„ to the valuation of an enterprise’s efficiency. at consumer level. 

Mr. Thiemeyer is right in emphasising the importance of opinion sur- 
veys and of sociological investigation. But I believe there is no need 
“to cherish illusions and that a number of pitfalls must be avoided. 
The first pitfall the lies in the static indications given by this kind of 
survey, indications which may thus very quickly become obsolete. On 
the other hand, sociological phenomena are not very ‘well known. I do 
‘ not think that sociology, which is still searching for its concepts and 
its methods, could be considered as a more exact science than econo- 
metrics, itself rather lame, and we could arrive at some strange 
solutions such as, for example, some business managers who would 
not hesitate to finance publicity budgets in order to convince public 
opinion of the impossibility of finding a solution to such or such a 
problem, nevertheless very simple, which would require a minimum of 
effort on behalf of the managers. And finally, we, who have spent three 
days talking about the efficiency and the rationality in the business 
management, should we not avoid asking the consumers to be more 
discerning and more rational in their choice than the heads of public 
or private enterprises? 
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Statement by Mr. Michel TOROMANOFF (France) 


ei 


Allow me first to recall an elementary matter. Many speakers have 
emphasised the need to find and set up “indicators” to assess the 


` efficiency of a co-operative or non-co-operative enterprise. We must 


- not forget that all new information costs something and that this 


e u 


cost should not be greater than ESCH use which may be expected. 
from the information. 

'T should like, then, to say a few ents on the objectives d modern . 
enterprises, at least as regards Western Europe and the United States, 
particularly in ‘capitalistic sectors such as electronics, chemical and 


engineering industries. | d 


- At`the turn of the century, technical progress was slow and when 
certain investments had to be renewed, the enterprise would reconstruct 


them on an identical basis, except for a few minor. improvements: ‘the 


objectives, both for the enterprises as for their various groupings, Could 
easily be determined for a long period, resulting in an almost total 


.autonomy for the heads: of these units. Crises, when they happened, 


affected all branches of industry. 


At the present time, on the contrary, technical progress advances in 
ar. extraordinary and accelerated fashion, problems of investments and 
obsolescence become, for the head of the enterprise, of the utmost 
importance. Objectives are shifting and difficult to fix at long term; 
the autonomy of the various cells is thus more restricted. The inter- 
dependence of the industrial sectors has grown in importance and a 
crisis arising in a distant country can have repercussions on any given 
national industry while provoking a boom in another. 


This difference in the conditions of existence of the present-day ` 
enterprises makes the criterion of maximum profit, to which continued 


reference is made in these debates, out of date. The modern enterprise " i 


of the capitalistic type is compelled, under the influence of a twofold 
“vital impulse”, to try to evolve intime by means of regular expansion, 
while keeping itself above the level of profitability. 


This double vital impulse is noticeable; on the one hand, in the 
obligation felt by the heads of enterprises to concentrate them in ever- 
greater units through trusts, mergers, combines, etc.; on the other hand, 
in the reverse phenomenon of claims for autonomy on the part of 
the various cells and groups of cells, throughout the structural 
hierarchy of the enterprise. 

This twofold tendency towards concentration into integral wholes 
and towards personalisation of units at all levels is visible in every 
field and not only on the level of the enterprise. 

Lastly, I. should like to recall that techniques exist which enable 
us to distinguish, in the costs. and revenues of an enterprise, what 
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would normally belong to.an identical firm, not subject to the imper- 
“atives (social or other) of a co-operative or public enterprise. The 
assessment of the result of a co-operative or public enterprise on the 
basis of the remainder thus disclosed will be necessarily subjective, 
since the social cost cannot be dissociated ‘in the final result from the 
quality of the management which, in turn, is determined by the 
working environment. But the estimate of the quality of management 
varies according to the observer. 


Statement by Mr. Heiner FLOHR (Federal Republic of Germany) 


Professor Mossé makes a distinction between external and internal 
criteria for the evaluation of the success of an undertaking. This 
distinction may at first sight seem reasonable; but in my opinion it is 
dangerous in that ıt presumes, particularly with regard to public 
` undertakings, the existence of a sphere in which evaluations must be 
based on purely economic criteria to the exclusion of all questions of 
responsibility of a political character. If we take his arguments to 
‘their logical conclusion, the head of an undertaking should be con- 
cerned only with whether the undertaking is operating economically, 
political considerations taking precedence over purely economic ones 
only at a higher level—i.e. at the level of the municipal or even the 
national authorities’ He said, more or less in as many words, that 
one cannot reasonably expect the managers of a collective-economy 
undertaking to base their policies on external criteria such as the 
benefits gained or losses sustained by their suppliers, their employees 
and their customers. In my opinion Professor Mossé is letting off the 
managers too lightly. In the last resort a manager will obviously have 
to act in accordance with the responsibilities laid on his shoulders by 
the nature of the undertaking itself. He must also use his entrepre- 
neurial abilities as best he can in order to ensure that the undertaking 
achieves its objectives. A good manager of a collective-economy 
undertaking will not confine himself to ensuring that revenue and 
expenditure remain in a reasonable relationship to one another; he 
will at the same time endeavour to ensure that the undertaking dis- 
charges all the different obligations laid on it as far as possible—in 
other words, to ensure that it fulfils its institutional purpose. This 
postulate is accepted unreservedly by managers of calibre throughout 
the republic and co-operative sectors of the economy. But this brings 
us face to face with the problem of training suitable persons to occupy 
managerial posts in these sectors in future years. Clearly, this training 
will involve not only the development of technical abilities but also 
the inculcation of attitudes. The future successors of today’s man- 
agers must be steeped in the philosophy underlying these undertakings 
and must be brought to understand that the demands which will be 
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made on them are different from those made on the managers of 
private firms. I think Professor Mossé will agree with me here. I 
think that from the teaching standpoint the distinction between external 
and internal criteria is a dangerous one. I would even go further and 
suggest that this distinction is open to challenge in so far as it implies 
the existence of a field of action of an apparently” purely economic 
character in which a manager can make decisions based exclusively on 
economic condiderations. However, as has been pointed out by a 
number of people--and in particular Professor Weisser—the very 
concept of a purely economic. standpoint is illogical. This critical 
approach to economic “philosophy” based on purely logical consider- 
ations was one of the principal factors which led the ICRICE to make 
an objective study of the question of the nature and function of under- 
takings—a question which, as we all know, has often been answered 
(in countries besides my own) in a sense implying that the primary 
function of an undertaking is to earn a maximum profit. 


Now I should like to turn to a point made by Dr. Schramke. Many 
of us may still feel dissatisfied if the criterion of profitability is not 
taken into account when assessing the success of a collective-economy’ 
undertaking. One of the main contributory causes of this dissatis- 
faction is the well-established economic theory that in certain cir- 
cumstances one can assess an undertaking’s contribution to the national 
product—and, consequently, the benefit it offers to the community— 
on the bases of its profitability. Anybody who attempts to evaluate 
the success of a collective-economy undertaking on the bases of 
criteria other than of profitability may well feel that he is laying himself 
open to criticism on grounds of ignorance of this theory. To cover 
himself against such criticism he adopts the standpoint that this theory 
is valid under certain conditions but that these conditions do not arise 
in practice—thus, as perfect competition cannot exist, profitability is 
not a suitable criterion for the assessment of the value of the under- 
taking to the community as a whole. 


Arguments of this kind are arguments of desperation. In any 
case, they are unnecessary; for critical analysis of classical economic 
theory has shown that even under the completely unreal conditions 
it postulates one cannot evaluate the benefits which the community 
derives from an undertaking, or evaluate the extent to which that 
undertaking has succeeded in promoting the general welfare, on the 
basis of profitability alone. Consequently, there is no reason to adopt 
a defensive attitude and to justify in detail one’s rejection of the 
criterion of profitability. Only a person with little critical sense would 
attempt to evaluate the productive worth of an undertaking, from the . 
standpoint of the national economy, purely on the bases of the amount 
of profits it earns or the rate of return it yields. This criterion will 
certainly not be accepted by anybody wishing to make an unbiased 
study of the functions of collective-economy undertakings; in fact, 
the latter may well be led to; adopt completely different criteria for 
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the evaluation of success. I am saying this not in criticism of Dr. 
Schramke, but rather in elaboration of what he has said. 


Dr. Thiemeyer considers that there is little use in studying the 
success of a collective-economy undertaking purely in the context of 
the results actually achieved and ‘in isolation from the problem of the 
extent to which these results depend on the nature of the goods or 
services offered by the undertakings. I too think that any criterion of 
success which does not permit evaluation of the contribution of specific 
factors to the results obtained is unsatisfactory. Dr. Thiemeyer was 
mistaken when he suggested in point 11 of his paper that I was not 
of this opinion. I think he must have misunderstood my previous 
writings on this subject. t 

In his paper Dr. Thiemeyer quite rightly à the importance 
of operational definitions of the objectives of undertakings. Definitions 
of this type constitute the most precise statements of the objectives of 
undertakings it is possible to devise. The work of the scientific institutes 
studying the morphology of the undertaking in Cologne has shown to 
what extent methods of social research and technical and even medical 
parameters can be used to frame definitions of the objectives of under- 
takings which come as near as possible to definitions expressed in 
purely operational terms. Even where success cannot be evaluated in 
terms of money, an accurate quantitative assessment of success can 
often be made. Full advantage should be taken of these possibilities. 
Yet even if full advantage is taken of them, they will not by themselves 
give a full measure of the success of the undertaking concerned; for 
in many fields success cannot be quantitatively evaluated, and even if 
it could be, the over-all success could not be evaluated in purely 
mathematical terms, as its components would not be strictly. comparable 
with one another. Consequently, any statement of the over-all success 
of the undertaking in achieving its objectives must always be expressed 
conceptually, if can never be expressed mathematically. As Professor 
Weisser said at the Congress on the Morphology of the Economic Unit 
held in Cologne in 1955: “The mathematical measurement of success 
is inevitably no more ‚than a factor to be taken into account in the 
evaluation of success.’ 


l Statement by Mr. Adrien SPINETTA (France) 


I shall limit my remarks to one of the indicators of success which 
has not been explicitly mentioned in the course of our discussions, 
that is, the degree of emancipation of workers in the public enterprises, 


. 1 A full statement of Mr. Flohr's views on this subject is to be found in “Probleme 
der Ermittlung volkswirtschaftlicher Eee (Verlag Otto Schwartz & SEN Göttingen, 
1964), :pp. 11 ff. 
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For democrats as we are, such a factor should not only occupy a 
place in our hearts, but also the place of honour. 


But just to mention it is to be aware that an objective estimate of 
the results of the public enterprise cannot be kept apart from a pre- 
liminary analysis of three essential factors. 


Ist factor: the political and social climate in which public enter- 
prises originated. 

2nd factor: the economic and social BEE in which their activity 
developed. 

3rd factor: the specific character of public enterprise. 


The analysis of the first factor would enable ue to trace the 
primary ambitions to their sources. 


. The analysis of the second factor would bring out the limitations 
on the development of the enterprise. 


The analysis of the third factor would emphasise the contradictory 
requirements the public enterprise must meet. 


_ Because of the very short time allowed me, I shall confine myself 
to the analysis of the third factor on the basis of the French experience 
of nationalised enterprises, 


Whatever the fundamental political or economic circumstances 
giving birth to public enterprises, the substitution of the public per- 
sonality for the private does not modify at all the nature of the needs 
previously satisfied. 

The advantages of simplicity, flexibility and initiative of the 
previous system of management must not therefore disappear with the 
transfer of property. 


It is therefore necessary to maintain in the public organisation the 
liberty of action of a commercial enterprise subject to the rules of 
civil law. 


But on the other hand, whatever the form given to the organisation, 
it is and must remain an organisation of common interest willed by 
the public powers, which provide it with funds. Its activity concerns 
not only the finances of the State, but also the national economy. 

The public enterprise finds itself placed at the cross-roads between 
two contradictory requirements, one of which must lead to the choice 
of an industrial management, the other which sets the problem of the 
limitations to be imposed on the sovereignty of the organs responsible 
for management. 


The success of the public enterprise will necessarily depend on the 
equilibrium attained between these two contradictory requirements. 
-. If the limitations on sovereignty go too far, the conditions of good 
industrial management will not be realised. 
JI on the other hand, the State plays only the part of a share- 
holder and places the management of the enterprise entirely in the 
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hands of a team or a man, then the Due of the State may risk 
being imperilled. 


There is therefore in the specific character of the public enterprise 
an essential factor that cannot be neglected, when its results are to 
be estimated. 


As far as the French experience is concerned, from 1949 onwards, 
one fact is going to dominate all others and weigh heavily. on the 
evolution of the public enterprise. It is the usable tendency, growing 
ever stronger, fo place public enterprises under state management. 


The growing tendency to organise public enterprises on civil service 
lines, the increase of controls a priori, the decrease in power of the 
management boards will deprive the eng of the pioner role 
they ought to play in the social sphere. 


The increasingly intimate participation of the ST power in the 
management of public enterprises will make the social powers of the 
boards a mere formality and will limit, to the point oi SSES it, 
the freedom of action of the managers. 


The establishment of this fact does not call. in question the prin- 
ciple of the nationalisations. It rather sets off the imperfect or baleful 
character of the economic or social conditions which have contnoled 
their destiny. 


Many people in France wonder what solution : should be sought in 
order to give a new dimension to public enterprises. 


I shall only give here the main lines of a possible new direction. ` 


(1) ‘An independence in the field of management which will have no 
other limits than those imposed by economic planning. 


If on this point I agree with the reasons adduced in the excellent 
analysis made yesterday by Mr. Chevrier, I cannot, on the other hand, 
go all the way with his conclusions with regard to the autonomy of 
the public enterprise. 

For the latter, indeed, the plan must be directive and not ne) 
indicative. 


(2) A balance of powers which will be neither a eae nor an 
obstacle to free expression by the workers’ representatives. 


(3) A simplification and a hierarchy of controls making easier the 
participation of trade unionism, in. its highest sense, in proposals sub- 
mitted to the public powers, as well as for the various parties con- 
cerned. 


But whatever the structures of the solution adopted, it is not 
possible to stem the tide of indifference by forgetting the primary 
ambitions. 


If the public enterprise needs a new economic dimension, it must 
have also, and even more so, a new social dimension. Provided those 
two ‘conditions are fulfilled, it will be poe to bring to the sector 
of public economy: | 
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a mystic which will be a factor of social renovation; 
a discipline which will ensure its strength; 
a conscience which will be the pledge of its unity. 


Statement by Mr. Ved Prakash DUGGAL (Great Britain) 


Please excuse my boldness in saying that the speakers have been 
talking at quite some length about the efficiency of public enterprises. 
If a manager of a public enterprise is given such a long report about 
increasing the efficiency of his unit, he might not have enough time to 
go through it. I think he would rather prefer brief and pointed reports. 


This was by the way. The point I wanted to mention was one about 
social efficiency. By this I mean the external conditions which are 
necessary to ensure the private, i.e. the internal, efficiency of a public 
enterprise. So far, by and large, we have been talking about the 
private efficiency. Some references to social efficiency, in my sense 
of the term, have been made, but only indirectly. To give you an 
example, I may mention the study of a public enterprise. I was asked 
to make by the Ministry of Commerce and Industry in India. There 1 
noted that internally there was no reason for the enterprise to be 
inefficient. There was efficient management, etc. But there were 
external factors, such as too much interference by public authorities, 
delays in the import of certain materials from abroad due to exchange 
restrictions, labour strikes, etc., which were affecting the internal 
efficiency of the enterprise. 

Now such external factors can be taken care of only if there is 
some co-ordination or planning for the whole economy in a country. 
This planning may be of French, Swedish or any other type, depending 
on the structural characteristics of an economy. In India although 
there is planning, however, either it is not enough or it is lacking in 
implementation. 

Concluding my intervention, which cannot be elaborated upon due 
to shortage of time, I would very much like to emphasise this point 
once more that private efficiency of a public enterprise very much 
depends on the economic milieu within which it is operating. 


Statement by Mr. Paul LAMBERT (Director of ICRICE) 


In the course of his intervention, Mr. Lacroix put a question to the 
organisers. of the Congress. He asked them whether it was intention- 
ally that no mention had been made of the agricultural co-operatives 
during the debate on the results of the collective-economy enterprise. 
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This is altogether an accident and an omission. The agricultural co- 
operatives are part of the great family.. of co-operation and conse- 
quently, of the even. greater family of collective economy. You have 
been impressed, I think, by the importance of the debate which has 
taken place. I do not believe I am mistaken in saying that it is the 
first time an attempt is made to specify systematically what the result 
is, and how to appreciate it, studying the enterprises of collecive 
economy. You have also noted -that the debate is not closed. The 
speeches do not all tend in the same direction, some are even contra- 
dictory; I think it would be difficult to reconcile, ‚for example, the 
statement of Mr. Stefani with the statement of Mr. Mortara. But it 
would be surprising if, on one question, two Italians would be in 
agreement. Nevertheless, this debate is only a beginning. Its con- 
tinuation rests with the Scientific Commission of ICRICE and we shall 
start again, since all the participants in this debate, even those who 
hitherto have taken no part in the Scientific Commission of ICRICE, are 
invited to the session of the Commission which will be held on Friday, 
the 14th, at 2.30 p.m., room K2, 

Personally, I am delighted with the quality of the debate which has 
taken place, for the spontaneous contributions .certainiy were of the 
same standard as the prepared statements. We find here a rich 
collection of ideas which we shall. endeavour, later; to systematise and 
to turn to good account. 


VIII. PRESENTATION AND DISCUSSION 
OF THE REPORT OF MR. BARBIER 


CO-OPERATIVE ENTERPRISE IN A GROWING ECONOMY 


REPORT SUBMITTED BY MR. CHARLES-H. BARBIER, 
Manager of the Swiss Consumer Co-operative Union, Basle 


Concerning the Lack of Time and of Certain Other Commodities 


It may seem out of place to begin a supposedly significant report by 
mentioning an insignificant detail. But, as Georges Fauquet said, 
“Les petites choses sont parfois de grandes choses”—little things are 
sometimes the most important. 


I had no time to prepare this report. No time at all. This, by itself, 
is of little importance. But it is important when we consider that what 
happened to me happens every day to thousands of men and women 
holding responsible positions in the co-operative movement: nobody 
any longer has time for anything. 


With a very few exceptions, the managers of today read nothing, 
write nothing, and think nothing. Please do not misunderstand me: 
every day they read a mass of documents and reports (and have to 
leave even more of them unread, merely adding their signature and 
passing them on to prevent log-jams); every day they write reams of 
notes and dictate numerous reports of their own; and they think 
constantly—their minds are kept working from morning to night and 
often from night to morning as well. But all this reading, writing, 
and thinking is merely part and parcel of their day-to-day worries. 
Comprehensive views, long-range thinking: ,.. thought, in fact, has 
become a rarity. 


When these co-operators, however, meet each other at the national 
or international level, and when they have had time, in their trains or 
aeroplanes, to examine the documents that will provide fuel for their 
discussions, they are, generally speaking, well endowed with the com- 
monsense, intelligence, and even the stamina needed for tackling the 
new problems that face them and the new concepts that present them- 
selves. But once they are home again there is no time for their newly 
acquired knowledge and discoveries to take root and bear fruit. They 
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merely swell the flood of files and memoranda, or at best they provide 
food for further discussion. 


The co-operative movements have needless to say tried to remedy 
this situation. They have engaged all manner of specialists: eco- 
nomists, statisticians, research workers, sociologists, educators, public 
relations and publicity advisers, and many others besides. But time 
is always lacking for one reason or another, and co-ordination is 
difficult to put into practice. Under such conditions managers seldom 
succeed in paying full attention to work that has already been done or 
to the advice that is given them; or else their training—or their 
character—does not incline them to do so; or else they see all kinds 
of complications that seem to them to be insuperable. Because the 
specialists are rarely in close contact with the actual problems that 
face managers; the solutions that they formulate are not in fact 
“solutions” at all, but entire new systems of thought or of organisation 
which, if they are to be brought into line with reality, that is with the 
economic structure of the co-operative system, frequently throw up a 
whole new series of thorny and often insoluble problems. 

In an expanding economy everybody suffers from a special kind of 
fever. Everybody is afraid that he is unable to grow or to expand 
as fast as other people. The numerous plans that have to be developed 
in order to stay on top, the publicity barrages of one’s competitors and 
the changes that they bring about in the habits of consumers, the need 
to follow suit or act first, the opportunities that have to be grasped 
(including every special event on the calendar), the commercial cam- 
paigns of one’s adversaries that must never be allowed to overshadow 
one’s own--this continuous battle never comes to an end and never 
.allows the co-operator to draw breath and take stock oi the situation. 
He lives for the day, for the hour, for the moment, and for the opport- 
unity. In this, alone, he reflects his time. But he has never had a 
chance to rethink his principles and his plan of campaign in terms of 
the civilisation in which he lives. He is happy to hark back to his 
nineteenth-century heritage, which he thinks .is valid for all times. 
Without time to stop and take his bearings, he is like a navigator who 
doggedly follows his appointed route, but without having a very clear 
idea of where he is heading. 


Twenty Centuries in Fifty Years 


- We live in a changing world ... this is a cliché that we hear often 
enough—too often. And. generally from people with no sense of history, 
who fail to realise that the zest of the present is due to the fact that 
we are living it, whereas the seeming uneventfulness of the past is 
due merely to our imperfect knowledge. Without having to go back to 
such ‘turbulent times as the Barbarian invasions or the beginning of 
the Renaissance, we may recall that even a man like Abraham Lincoln 
once’ wrote. that the dogmas of a: tranquil past are no longer suitable 
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for the tumultuous present. We must not forget, therefore, that the 
past was by no means devoid of incident and drama. 


Nevertheless the changes we are living through today are indis- 
putably more numerous and more significant than those of any previous 
era.. They follow one another thick and fast, and those of us who 
have lived through the last fifty years of scientific progress have been 
the witnesses of as many new discoveries as if we had lived through 
the twenty centuries immediately preceding. Four years ago last April 
12 a man, for the first time in history, left the planet that gave birth 
to his species; and already a second man, with the heavy, slow strides 
of a fairytale giant, has walked in space beside the artificial satellite 
that took him aloft. A meeting has been held in London at which each 
of the participants had experienced, for the space of a few minutes, 
what we used to refer to as death. At the Pasteur Institute in Paris 
there is a device capable of taking a million photographs in one second, 
and thus, in theory at any rate, of filming the decay of an atom. 
Electronic machines ‘can, likewise in one second, carry out hundreds 
of complex mathematical operations or hundreds of operations of 
grammatical or logical analysis. A scientist recently said that “most 
of the scholars and research workers who have benefited mankind since 
its beginnings are still alive today”. The same scientist, a physicist, 
went on to say that if he was asked what was going on in the world of 
physics today he would be unable to give an answer on any subject 
other than his own narrow speciality. Even relatively recently few 
would have quibbled with the common-sense view that “Man cannot 
be replaced for the humble tasks of every day: roads will still have to 
be made by navvies, and a tailor will always be needed to make a 
well-cut suit”. But today we have entered the age foreseen by Aris- 
totle: “When harps play by themselves and when looms weave by 
themselves the employer will be able to dispense with his workers and 
the master with his slaves.” At the Ford Motor Works automobile 
engines are manufactured, assembled, and fitted entirely automatically, 
without human intervention. And nobody can legitimately assert that 
one day even human beings—and this is not, whether we like it or not, 
idle talk—will not be mass-produced in accordance with the require- 
ments of the societies that will follow our own. 


How do the modern developments of science and technology affect 
man? How does he adapt himself to life in a world that he no longer 
comprehends, where everything is in a state of flux, not only his job 
but also the very foundations of science, the arts, and morals? 


Many descriptions have been offered of the man of today and the 
problems that beset him. It would be impossible to understand him, 
judge him, think about him, or speak about him without first examining 
the impact of the new situation on his basic nature. In this regard 
the large-scale conferences held by UNESCO have undoubtedly 
provided us with fundamental information of immense value. I am 
thinking of the Elsinore conference on adult education (1949), the sub- 
sequent conference at Montreal (1960), and the regional conferences 
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held on the same theme at Hamburg (1962) and Prague (March-April 
1965), the last of which was particularly concerned with the relationship 
between adult education and leisure. Among the documents that help 
us towards a better knowledge of ourselves I would also mention 
Comment vivre demain (How to Live Tomorrow), published as part of 
the series entitled “Histoire et société d’aujourd’hui” (Contemporary 
History and Society) by Editions de la Baconnière, and giving the 
texts of the conferences and meetings organised in 1964 by the Ren- 
contres internationales de Genève. 


If we consider the individual purely in his role as a consumer, we 
find that here again his attitudes and habits have changed. He not 
only lives in an expanding economy—I am speaking here of Europe, 
the U.S.S.R. and the United States—but also, to differing degrees, in 
an age of leisure and of plenty. He is largely forsaking the food that 
he lived on at the beginning of the century—bread, potatoes, corn, 
legumes, and rice, Today he buys fruit juices and fresh fruit all the 
year round (and to an increasing extent semitropical and tropical fruit), 
wines, vegetables both in and out of season, either fresh or deep-frozen, 
meat and poultry, butter and eggs.! But it is above all in other sectors 
that the needs of the consumer have increased, and the factor chiefly 
responsible for the dramatic changes now taking place is the new 
phenomenon of leisure. 


At last year’s Rencontres internationales de Genéve Raymond Cartier 
pointed out that in the United States total expenditure on leisure 
“had reached 30,000,000,000 dollars already some years ago. In 
France, in 1963, expenditure for cultural and leisure purposes totalled 
17,000,000,000 francs (4,500,000,000 dollars), not counting the 
18,000,000,000 francs spent in hotels and restaurants. The total weight 
of books sold in France doubled from 40,000 tons in 1953 to 80,000 
tons in 1963. Industries are being reborn, and new ones created. 
“Take yatching,” writes Raymond Cartier. “According to the figures 
given by Admiral Meyer to the Congress on Tourism there were 6,000 
pleasure craft, either motorboats or sailing boats, in France in 1951. 
By 1961 this figure had risen to 250,000, which represents an increase 
of 4,000 per cent in ten years. At the present time the figure of 
300,000 has been surpassed, and boat-builders’ order books indicate 
that this upward trend will continue.” Similar statistics could be 
produced for horse-riding, mountain-climbing, winter sports, gliding, 
under-water exploration, tennis, and motoring. There has been an 
equally spectacular growth in “do-it-yourself” activities, in holiday 
apartments and weekend villas, and in the facilities provided by 
thousands of cultural centres already in existence and hundreds of 
thousands still being set up. Flowers, today, are sold by.the ton: but 


1 Much work has been published on changed consumer habits, which have been 
studied by virtually all the co-operative movements. One short and excellently written 
publication that may be profitably consulted is Les changements dans l’évolution de la 
consommation. Causes et effets, by B. Wittwer (supplement to No. 5/1961 of Coopérateur 
Suisse, U.S.C., brochure No. 36). 
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in the whole of France, in 1880, there were only some fifty flower- 
growers. How large a proportion of the present-day family budget 
is being spent on cosmetics and beauty preparations, on entertain- 
ment of all descriptions, on concerts, on radios and transistor sets, 
musical instruments, gramophone records and recordplayers ‘and 
television sets, and on sporting equipment? Nor have we yet mentioned 
the current upsurge in holidays and travel. To quote Raymond Cartier 
again: “The four largest clubs in France, namely the Fédération de 
Camping et de Caravanning, the Club Méditerranée, the Club Européen 
du Tourisme, and the Touring Club de France have by themselves been 
responsible for a mass movement of people [in 1964] equivalent to 
twenty-five army divisions at full strength.” This phenomenon, need- 
less to say, is not peculiar to France but to every country in Europe 
and America. In Switzerland, for example, the Popularis tourist agency, 
which is linked with the Union of Swiss Consumer Co-operatives, and 
the Swiss Travel Fund (which is also linked with the U.S.C. and to its 
member societies) record an increase in turnover of several million 
francs every year. 

How ‘have the- co-operative societies reacted to this economic 
expansion? How have they responded to the changed needs of the 
new consumer, the man of today? 


Two Conflicting Arguments 


‘There are two opposing verdicts. Let me state them as bluntly as 
possible: 


(1) The co-operatives have outlived their usefulness. In actual fact 
they have ceased to exist. 


(2) The co-operatives are expanding vigorously. Just as “Switzerland 
will have the final word in history” +4, the co-operatives will have 
the final say in the economy. 


The first of these two theses is rarely presented in such a categoricai 
and brutal manner. But it effectively expresses the privately held but 
unvoiced opinion of many thousands of people, including, naturally 
enough, a certain number of co-operators. | 


Let me expand this proposition, as it was recently explained to me 
in the course of a private discussion. Please do not think that this 
discussion is an imaginary one, invented purely for the sake of argu- 
ment: I was speaking with a psychiatrist, an influential member of an 
Academy of Sciences, and he assured me that he had himself formerly 
taken an active interest in co-operation. I wish to summarise his 
arguments, because they seem to me to render explicit much of the 
doubt and resistance that one so often hears expressed, in a less clear- 
cut and frank manner, on the subject of the co-operatives. 





1 Victor Hugo. 


308 SEVENTH CONGRESS ON PUBLIC AND CO-OPERATIVE ECONOMY 


“Nothing would please me better than to be able to believe,” said 
my friend, “that the co-operatives still have a role to play. But in my 
opinion this is no longer the case. I lived for many years in the United 
States. There, the co-operative movement has never exerted any 
influence in the consumer sector. Nevertheless private commerce, and 
in particular the large enterprises, discovered many years ago that 
providing service to the consumer, real, genuine service, was the most 
reliable way of making profits. In today’s conditions it is completely 
erroneous to believe—let alone to claim—that the co-operatives are 
necessary for the protection of the consumer. The department stores 
and chain stores are just as anxious to see him protected. 


“In Europe,” continued my friend, “the co-operatives played an 
economic and social role of a certain importance ‘in the nineteenth 
century and at the beginning of the twentieth. Since that time private 
commerce has produced large-scale enterprises which are equally 
effective in providing customer service and consumer protection. 
Besides, the State also contributes in many ways to consumer pro- 
tection, and as often as not renders all other efforts superfluous. As 
for the co-operatives themselves, there are today two kinds. -One kind 
is the small enterprise, severely handicapped by tradition and inhibited 
in its growth because it insists on applying its intricate democratic 
machinery to the running of a commercial business. Co-operatives of 
this type have no further economic role whatever to play, and must 
inevitably disappear. The other kind of co-operative is the organisation 
managed by people who have tried to keep up the struggle and adapt 
themselves to meet new challenges. If such co-operatives are to 
survive in the midst of the keen commercial competition of today, they 
must become big business. But in such a case does the co-operator 
feel he belongs to his co-operative? What personal link does be have 
with it? None, except perhaps for the speeches, either insincere or 
full of illusions, of the managers. Co-operatives of this kind can 
indeed play a role in the economy, but only because they have ceased 
to be co-operatives. Moreover, surveys conducted among the ‘mem- 
bers’, at any rate such surveys as I am familiar with, have demon- 
strated clearly that these members do not respond as, do not feel them- 
selves to be co-operators and that their attitude towards the co- 
operatives is the same as their attitude towards any other shop or 
store; in other words they are interested only in whether the co- 
operative can offer them advantages of a material kind. If they still 
retain ‘membership’ it is in order to retain these advantages and also 
because some co-operatives treat members and non-members differently. 


“The co-operatives were born of necessity, as has been repeated a 
thousand times. And in fact, in nineteenth-century Europe, they were 
the only means of defending the consumer against the exploitation to 
which he was subjected. But how can such an ‘offspring of necessity’ 
retain its raison d’étre in an age of plenty? Grouped closely together 
round their little societies, in a hostile and exploiting world, the first 
co-operators knew what they wanted; they had their principles, they 


. MR. BARBIER’S REPORT ` . 309 


had a way of life. Their shops were like strategic hamlets set up for 
their defence. Today the principles of co-operation have become 
obsolete: why form economic associations of individuals when large 
commercial concentrations designed for the production and distribution 
of goods are easier to set up and more effective without such associa- 
tions? Why pretend that self-help is necessary, when such is no longer 
the case? Why pretend that one helps others by being a member of a 
co-operative? The co-operative societies of today are burdened with 
antiquated committees that no longer belong to our age and that cannot 
realise that a co-operative is not a religion and that it is not sacrilege 
to abandon it when its existence has no further justification. Every- 
thing in this world has a limited life-span, and even civilisations, even 
the greatest of them, are not immune. Why pretend that the co- 
operative movement is eternal?” 


“The people you are condemning to death,” I answered, “seem to 
be enjoying robust health. And it seems to me that you are arguing 
from ready-made generalities, or at least from ideas that are only 
superficially in contact with economic reality. An objective examination 
of the co-operative societies, of their structure, of their functioning, 
and of their role leads me to entirely different conclusions.” 


But rather than summarise the discussion that ensued, perhaps | 
may continue with my own report, which will, I think, argue in favour 
of the second of the two theses that I have quoted. ` 


How Far have the Co-operatives come in the World? 


Every year the International Co-operative Alliance publishes, in 
connection with the International Co-operative Day, a table showing 
the situation of its various member movements. Here is the table 
that has just been published for the International Co-operative Day 
to be held on 3 July 1965. ` 


LD 


Ki 
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34th International Co-operative Day Saturday 3 July 1965 


The 1.C.A. in Figures 


The International Co-operative Alliance today includes 138 member organ- 
isations in 55 countries. It represents 197,200,000 individual members, grouped 
in 551,000 member societies as follows: 


Number of members 


Consumer societies EEN 90,425,000 
Eeer EE - + 29,959,000 
Credit societies 54 side le «ss eer Ce ee 56,564,000 
Building sodelis 2. re ee inde ini sew dede 4,153,000 
Workers’ productive societies .,........,............... - 4,636,000 
Fisheries societies iiss oe Fed Ga es RE da tA eased test 1,096,000 
Miscellaneous . societies .........,...... ea desde 10,348,000 
Total annual turnover .................. 40,209,800,000 pounds sterling 


PrOGUCHON: ER 4,257,600,000 pounds sterling 


Breakdown of 1.C.A. Members! 


Ni Consumer Wholesale Agricultural Productive 


ei i 2 societies societies societies ` societies 
Number <T à . 
of co-operatives .. 45,985 50 104,002 57,830 
» Number of members . 90,425,000 — 29,959,000  4,636,000 
| £ £ £ £ 


b 


Annual | turnover .... 19,551,000,000 6,935,000,000 7,897,000,000 5,131,000,000 


© Production ....#".. 241,000,000 506,000,000 2,189,000,000 ` 410,000,000 


Co-operative Credit ` 


5 g Eo Í banks societies 
„ Number of co-operatives ....:......,..,..... 35 310,718 
Number of members ..................,...., — 56,564,000 
| £ e £ 
Registered capital and reserves ................ 347,000,000 714,000,000 
Savings deposits e BEE 993,000,000 3,777,000,000 
Tarnover 2... 2.2 Anne 49,607,000,000 7,415,000,000 
Co-operative insurance societies 
Number of societies `... ere 64 
Number Of ‘DOCS. su an 59,383,000 ° 
£ 
Premium income in 1963 .........cccceccceccccccveceueeeeens 365,000,000 
Benefits paid out in 1963 ......ccvecsveccsersensecerceseaeees 209,000,000 
Amount :assured- le li aes pee a ena ye Ew ee awe oe Nate 4,399,000,000 


1 Including U.S.S.R. and new member organisations, 
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World Distribution of 1.C.A. Members 


Europe 
Austria 2 sceaux 2,058,000 
Belgium issus 759,000 
Bulgaria: 22224220420» 1,915,000 
Czechoslovakia ....... 2,133,006 
Denmark ............. 1,508,000 
Bites rires 113,000 
Finland. eisen 1,701,000 
France. dee eeh 7,159,000 
Germany (Fed. Republic) 3,761,000 
Greete u: 547,000 
FOG ANG acdc Siete tase 31,000 
Maly uses a 4,390,000 
Malta zes 1,000 
Netherlands .......... 408,000 
Norway .............. 478,000 
PONG ana 7,052,000 
Rumania ............. 7,950,000 
Sweden .............. 2,683,000 
Switzerland .....,.,.. 830,000 
United Kingdom ...... 13,824,000 
USOR see Sa Be ~ 48,600,000 
Yugoslavia ........... 1,427,000 
109,328,000 
Africa 
Algeria ...........,.. 5,000 
BOYD et 40,000 
Ivory Coast ......... — , 
Mauritius ........,... 32,000 
Nigeria (Eastern) ..... l 51,000 
(Western) .... 67,000 
> TANZANA roumains 400,000 . 
Uganda mt gece Var SE 350,000 .. 
Zambia ........ Hire 15,000 


960,000 - 


N orth America 


Canada: yes: 4,186,000 
United States ........ 22,649,000 
26,835,000 


Central and South America 


Argentina ........... 349,000 
Brazil: Dies dass Ps 120,000 
British Guiana ....... 24,000 ` 
Chie: sis 49,000 
Colombia Zeche 18,000 
Dominican Republic .. 7,000 
Jamaica: verse ; 3,000 
MEXICO: ass … . ¢ 467,000 
La 1,037,000. 
ye | ` 
Asia | 
Burma 4.52. 1,216,000 | 
COVION: unseren oe 729,000 
CYPINS Sarg deu "122,000 
India nass Er... 37,705,000 
Han IR: ns 8000 
ISRAEL sa . 1,453,000. 
Japan: ads 12,043,000 
Jordan nets ue 11,000 ` 
Korea ...... Re 2,184,000 
Malaysia ............ 255,000 
Pakistan ............ 2,391,000 
Philippines .......... 260,000 
58,377,000 | 
Oceania | 
Australia ............ 646,000 
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The membership of the I.C.A. today, therefore, consists of 551,000 co- 
operatives with a total of 197,000,000 individual members or member 
families. It is thus by far the largest non-governmental international 
organisation. It has grown unceasingly since the end of the Second 
World ‘War, and in recent years it has grown at a constantly increasing 
rate. We may note at this point that the 46,000 consumer co-operatives 
alone have 90,000,000 members, the 104,000 agricultural co-operatives 
30,000,000, and the 311,000 credit societies 56,000,000. The 58,000 
productive societies have a membership of 4,500,000. The total turn- 
‘over of these co-operatives is 483,000,000,000 Swiss francs, and they 
produce goods to a value of more than 51,000,000,000. 


These figures, even when seen in terms of the world economy, are 
of indisputable significance and are in themselves enough to refute the 
assertion of mg psychiatrist friend, whose views I have just sum- 
marised, that the co-operative economy has reached a period of decline 
or even worse has ceased to exist. ` 


Two questions must nevertheless be answered. 


The first concerns the cohesion of the international co-operative 
movement (a) as regards those movements that operate under different 
political systems, and (6) as regards those co-operative organisations 
whose interests frequently come into conflict, such as the agricultural 
and the consumer co-operatives. i 


“ Within the scope of this report I cannot consider either of the two 
parts of this first question in any detail: each of them is in fact a 
sufficiently large subject to merit full-scale investigation and dis- 
cussion, As far as the movements operating under different political 
systems are concerned, I shall confine myself to pointing out that the 
LC.A. has resisted every change in the political climate and that its 
cohesion would seem to be stronger and more lasting than ever before. 
It has been not only useful but indeed essential to have some kind 
of permanent forum for open discussion between the different move- 
ments; the principles that constitute the essence of independent and 
free co-operation not only are not dead but have even gained ground, 
as is illustrated by the recent admission of a number of Polish 
organisations to membership of the I.C.A. 


As regards the conflict of interests between agricultural co- 
operation and consumer co-operatives, I do not think that such conflict 
is of maior importance of that the interests in question are actually 
irreconcilable. Like Georges Fauquet, I see the co-operative movement 
as a single entity, working in a single direction, that, provided it is 
‘properly applied, teaches men to think and act in the same way. what- 
ever form it may take. Thus I must disagree entirely with the views 
of my friend Bernard Lavergne when he says (I quote from memory) 
that “the difference between the smallest agricultural co-operative in 
the Jura Mountains and the most blatant of international cartels is 
only one of size”. Nevertheless I allow that the question remains open. 
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The second question that has to be answered in connection with the 
impressive figures published by the I.C.A. is that posed by my partner 
in the conversation that I have recounted, namely: “Just how far have 
the co-operatives managed to retain their co-operative character?” 
The rest of my report will be devoted to answering this question. 


A- Slow, but Unambiguous and Vigorous Reaction 


The moment has now come to answer the question that I posed 
earlier in my report: how have the co-operative movements reacted to 
the profound changes that have taken place in the world? How are 
they responding to an expanding economy? What can they offer the 
new consumer, the man or woman of 1965? 


In its earliest years the co-operative movement had to wage or to 
suffer the effects of a number of very hard battles. The fact that after 
numerous vicissitudes and changes in fortune depending on the cir- 
cumtances, the place, or the protagonists involved it emerged as the 
victor should come as no surprise. For instead of the economy of 
profits and exploitation it offered the economy of service. It had 
introduced the concept of justice ‘into the distribution of foodstuffs. 
And to assist it in winning acceptance of its principles it had the 
benefit of a powerful weapon: the combined forces of individuals 
associated together for a common purpose. In fact at a time when 
there was a galaxy of small retailers and small wholesalers the co- 
operative movement introduced—-and at the beginning enjoyed as a 
monopoly—the principle that was to become one of the most potent 
forces of modern enterprises: concentration. > 

With these powerful weapons in mind, the first co-operators believed, 
and many economists agreed with them, that the Co-operative Republic 
was on its way and that enterprises which existed in order to make 
profits could not long survive in competition with those which existed 
in order to render service. But they forgot the laws of sociology. 
“Every creature tries to preserve its essential qualities intact”, and 
enterprises, like men, prefer to adapt themselves rather than perish. 
The competitors of the co-operatives accordingly adapted themselves, 
and with great success. In this manner the co-operators won the first 
stage of the battle (it had lasted for a century, from Rochdale in 1844 
until war broke out in 1939); they had proved useful to the consumer 
by forcing their adversaries to provide better service, but they had at 
the same time greatly complicated their own task. They now found 
themselves face to face with competitors who had long learned their co- 
operative lesson and who could respond with much greater agility than 
the co-operatives themselves to the new lessons of economic life. 

One of these lessons, which had already been digested well before 
the war and which had been turned to profitable use by the department 
stores and chainstores, was that concentration must be fotal. Only in 
this manner could concentration ensure ease and speed in management 


14 
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and efficiency in production and distribution, and only in this manner 
was it possible for a single enterprise to render service to a very large 
number of consumers under one roof. For--and this was another dis- 
covery—it is much more profitable to take a little wool from ten 
thousand sheep than to shear fifty sheep to the skin. 


The co-operatives, in fact, got off the mark slowly. They had 
indeed introduced the principle of concentration, but only rarely did 
they push it to its logical conclusion. The autonomy of the co-operative 
societies, frequently interpreted in an anarchic spirit, retarded the 
development of wholesale societies. Instead of trying to find the best 
means for reconciling democracy and efficiency, many co-operatives 
identified concentration with dictatorship. At the same time respect 
for the co-operators caused some hesitation in launching large-scale 
publicity campaigns. Needless to say, the members of the co-operatives, 
who were creatures of the time in which they lived, neither could nor 
wished to close their eyes and ears to the enticements of the com- 
petition. Many of them wondered whether their societies had not 
become antiquated or worn out, whether they perhaps lacked imagin- 
ation and competitive drive: for the consumer always—and rightly— 
forms his judgments on the basis of prices and services and not in 
accordance with the ideals of a glorious past. Finally, and most ` 
important, the historical structure of the co-operatives was being found 
more and more burdensome: they had, at a time when communications 
were not what they are today, created a complicated network of small 
‘shops in order to bring their services to their members and to shield 
them from the exploitation of tradesmen. Today such a complex net- 
work would be inefficient and totally unsuited for the high turnovers 
necessary for mass production, and would be an insupportable handicap. 


During the first years after the war the co-operative movements 
took stock of their situation, The statistics were reassuring, and co- 
operation seemed to be making visible progress. Nevertheless in 1948 
Mr. Hough, the statistician of Co-operative Union in Manchester, made 
it clear that the British movement was in fact losing ground. This 
declaration, and the.memorable discussion that followed, resulted some 
years later in the “Independent Commission”, presided over by Hugh 
Gaitskell, whose task was to establish a diagnosis and determine 
exactly where the co-operative movement stood in the United Kingdom. 


Not only the British, but all the co-operative movements felt that 
the time had come for a reappraisal of the situation. Studies and 
measures for reorganisation and modernisation proceeded apace. There 
was no suggestion of malaise or of crisis: as Sorel had written, “Co- 
operators take an almost monkish view of the value of silence”, With 
a more tenacious regard for truth, for principle, for certitude, and for 
the tradition of success than those who move in other economic cricles, 
militant co-operators could not afford doubt: for it would have meant 
‘doubt in the co-operative movement, it would have meant questioning 
its principles and intrinsic worth. But everywhere there was earnest 
discussion of the results obtained by the first self-service shops opened 
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by the British co-operatives from 1942 onwards and by the Swedish 
and Swiss co-operatives starting in 1947 and 1948 respectively. The 
first studies aimed at a structural reorganisation of the movement were 
followed by other studies concerned with a revision of the by-laws that 
was necessary for structural change. There was general agreement 
that it was essential to preserve, even to strengthen democracy in the 
co-operatives if at all possible; for democracy was after all the animat- 
ing principle of the co-operative economy and the direct consequence 
of self-help (which, incidentally, had been ignored by my friend in the 
conversation I have just reported). The selection of goods offered to 
the consumer was redesigned in accordance with his new purchasing 
power and his changed requirements. Since the proportion of the 
family budget spent on food was steadily decreasing, it was clear 
that the co-operative economy would also waste away unless it decided 
to break new ground and offer the modern consumer everything—liter- 
ally everything—that he could possibly need under any imaginable cir- 
cumstances. Furniture and furnishings, household appliances, clothing 
and textiles, camping equipment, travelling necessities (including motor 
spirit and, later, automobiles and garage service)—nothing could be 
ignored. Even in the food sector itself sweeping changes were judged 
necessary: meat and meat products and fruit and vegetables were to 
become more important as the years went by; precooked meals and 
deep-frozen products were demanded by members and would have to 
be supplied. 

Thus, when the “Independent Commission” presented its report at ` 
the Blackpool Congress in November 1958, three years after being set 
up, and when the solemn warning of Hugh Gaitskell himself—-“Don’t 
delay! don’t delay! don’t delay!”—was uttered and its impact appre- 
ciated, no co-operator was unduly surprised or alarmed: changes were 
already being made in many of our movements, and adaptation was 
already in progress. The co-operators knew it would be long and 
hard: but they knew it was not impossible. 

I would not presume to offer a description of how this process of 
overhauling and conversion was carried out even in only one of our 
movements; a whole book would be necessary. Besides, it is by no 
means complete, not even in Sweden or Switzerland. But everywhere, 
without exception, this reorganisation is in progress, and everywhere 
important innovations are confirming that we have entered upon a new 
stage even if the over-all plan has not yet been formulated in its 
entirety. In certain countries, on the other hand, as in the case of 
the F.D.B. in Denmark, extremely far-reaching plans have been 
devised but have not yet reached the practical stage. 


The New Look of the Co-operative Movements 


The pattern is fairly consistent: 


(1) The number of societies is declining through voluntary amal- 
gamation. In those cases where amalgamation is not immediately 
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feasible, the formula of “management contracts” is adopted. This 
reduction in the number of co-operative societies has the purpose of 
simplifying the structure of the movement, of replacing a large number 
of small turnovers, geographically scattered and costly to administer, 
by a small number of large turnovers, of minimising administration 
expenses, of speeding up the carrying out of decisions, and of reaching 
a larger number of societies and of consumers at the same time with 
a Single sales campaign or a single programme of cultural activities. 


. By measures such as these the services offered to the consumer are 
considerably extended. Those detractors who belittle co-operative 
democracy and classify it as a hangover from the past should have 
attended some of the hundreds of general meetings held in recent years, 
particularly in Sweden and Switzerland, where they could have seen 
for themselves that the co-operatives are as full of vigour today as they 
ever were in the past. 


(2) Societies situated in the same region are grouping round a 
single warehouse (Regional Warehouse) from which they obtain their 
supplies. Wholesale societies no longer supply single, isolated 
societies, with the exception of the very large societies whose turnover 
is sufficiently large. In Switzerland there are twenty-five regional 
warehouses, together with seven large societies. The regional ware- 
house supplies the retail societies with all food products, including 
fresh foodtuffs (fruit and vegetables, dairy products, meat, bread, and 
confectionery), and with heating and motor fuels. .Non-food items, 
however, are supplied by a large central warehouse. 


(3) The number of points of sale is decreasing and large stores are 
being set up in their stead. ‘These large stores may take the form 
either of department stores or of supermarkets, and are being set up 
both in the context of shopping centres and on an independent basis 
in towns or in the suburbs; supermarkets of smaller dimensions, or 

“superettes”, are also being developed. Standard assortments of non- 
food articles are provided in accordance with the total floor: area of 
the individual shop or store. 


(4) The Wholesale Society now has a say in the decision of a 
society to open or not to open a large store. A number of societies 
have in fact altered their by-laws’ in order to allow the wholesale 
society, via its “sales front department”, to have a voice in-all matters 
concerning the opening, closing, and operation of stores above a certain 
size. The finance projects elaborated by the societies have to be 
submitted for approval .to the central organisation. The design of the 
new store and its operating budget are elaborated jointly by the 
member society and the central organisation. The.latter also, if 
necessary, provides personnel to. operate. the new store in the initial 
stages. 


(5) Revision of by-laws. In many movements: the by-laws of the 
central Union and of the wholesale society have been altered with the 
aim-of strengthening their bonds with the societies. The latter, together 
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with the regional warehouses, thereby receive special advantages, since 
they are entitled to take part in drawing up sales and publicity 
campaigns, in selecting the range of articles to be covered by such 
campaigns, and also in formulating many of the preliminary decisions. 
In return, the societies and the regional warehouses agree to take part 
in all the sales campaigns that are jointly elaborated in this manner. 
The wholesale society in turn acquires certain rights, in particular that 
of opening stores for the sale of special categories of goods in the event 
that an individual society is unwilling to do so. In certain movements 
the contractual relationships between the wholesale and the societies 
take on a special form in this respect. The “Domus” network in 
Sweden, with its 65 department stores and its turnover of SKr. 
500,000,000 (SKr. 7,600,000 per store, including SKr. 2,000,000 for 
the food departments) is an obvious example. The general tendency 
everywhere is to perfect the system of concentration, with the societies 
making their purchases from the national wholesale. At the inter- 
national level, practically nothing has yet been done in this respect 
(purchasing ‘and production). 


(6) Rationalisation of warehouses and distribution centres. Most 
of the co-operative movements have undertaken a total overhaul of 
their internal organisation, with special reference to the system of 
warehousing and of supplying their member societies with goods. 
Almost all of them (including the large retail societies) have engaged 
specialist firms of consultants and research institutes to carry out sur- 
veys and opinion polls and to prepare reorganisation projects. 
Accounting and involving have: been revolutionised by the introduction 
of punch card systems and electronic data processing. Today the 
European co-operative movement possesses distribution centres, 
particularly for the non-food sector, that are models of their type. 
The Wangen Non-Food Centre in Switzerland, with its railway station 
in the centre of the warehouse and its automated towveyor system, 
whereby remote-controlled trucks circulate constantly throughout the 
building, has been visited by thousands of specialists in organisation, 
including many from the United States. 


(7) A wider range of goods. As I have already mentioned, many 
co-operatives are making efforts to cater for every conceivable need 
of the consumer by expanding the range of goods offered! for sale. 
In particular they are allowing for.the special needs of young people; 
of women, and of old-age pensioners. In this respect, of course, the 
co-operative movement is doing nothing new: for many years, since 
before 1930, in fact, certain department stores have been setting an 
example in providing for every conceivable need of the consumer. I 
remember a certain department store attached to a university, where 
it was possible to buy an academic gown but also a horse or a yacht; 
a bottle of ink but also a house; and a haircut but also an orchestra 
for an evening or a ticket to the other end of the world. 


(8) The Co-operative Colleges are collaborating more closely with 
the movements. The colleges train the futtire administrators of the 
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co-operatives. They educate the cadres of the movement and train 
Specialists for teaching duties in the culture and leisure centres. In 
ae they provide the societies with a varied range of cultural 
acilities. 


It would be easy to go on with this list. But I feel that the few 
special features I have enumerated are sufficient to give an idea of 
the new look of the modern co-operative enterprise. 


Three Tasks of the Co-operative Movement in the Modern World 


It has been asked whether the co-operative movement still has a 
role to play and a specific function to perform in an expanding UN 
and in an age of abundance, 


For my part, I am convinced that the challenges facing the move- 
ment today are no less important, no less necessary, and no less urgent 
than at the time of Rochdale. 


It would be possible to draw up a long list of the tasks to be 
performed. | shall try to summarise it under three headings: 


(a) Service to the consumer. 
(6) Service to the individual. 
(c) Service to the developing countries. 


_ Each of these subjects requires a full-scale study to itself. Never- 
theless I shall try to deal with them in a few sentences, if only to 
sketch in their more salient features. 


(a) Service to the Consumer. 


First of all let us recall the axiom that you cannot serve somebody 
well if you take his place and do. his job for him when he could perfectly 
well do it himself. The co-operative system is the only economic 
system that enables and encourages the individual to play his due part. 
Dispossessed of virtually everything that formerly allowed him to live 
his daily life to the full, the individual—as Sir John Maud has pointed 
out—has become a stranger in a world that was not created by him: 
If co-operation can reintegrate him into a part of this world that is 
of such importance to him, the economic world, is this not greatly to 
its credit? To recall the ideas of W. P. Watkins, the co-operative 
movement is not so much an economic movement that makes use of 
education as an educational movement that makes use of economics. 
The final aim of co-operation, as Georges Fauquet expressed it, “is to 
create individuals, responsible individuals, so that each can be capable 
of living a full personal life and, together. with his fellows, a full 
social life’. Today, as in the past, a local co-operative is or can be 
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an ideal training centre for preparing the individual for his economic 
and social existence. 


Secondly, it is not entirely true that “private enterprise”—which, as 
the term clearly denotes, is distinguished from consumer enterprise— 
provides adequate assurance of consumer protection, as my sceptical 
friend claimed. It does not hold outside the towns; and even in the 
towns, where there is keen competition (including, of course, competi- 
tion from the co-operatives), it is by no means always true. 


And finally the consumer is today exposed to all kinds of dangers 
that did not exist formerly. One example is the influence of the 
chemical industry on the composition of his food (the factory-scale 
production of foodstuffs, the use of chemical fertilisers in the field, the 
treatment of agricultural produce with chemical preservatives, etc.); 
similarly it is harder than ever before to judge the true value of certain 
products, for example textiles. In such cases as these, who is better 
able to assure him of adequate protection than the laboratories of the 
co-operative movement of which he is a member? The Consumer 
Protection conferences organised by the International Co-operative 
Alliance at Garmisch-Partenkirchen in September 1959 and at Paris in 
January 1962 were highly instructive on this score. And the conference 
to be held at Basle next October will certainly not provide less 
interesting or important results. 


(b) Service to the Individual. 


The individual is not merely, not even primarily, an economic entity. 
To serve him as a consumer and to teach him to play an active part 
in looking after his own interests is all very well. But is it enough? 


The co-operatives are realising more and more clearly that their 
membership is made up of men, women, and adolescents—with all their 
problems. Why not acknowledge and analyse these problems, and 
why not try to form small groups of people with problems in common 
and give them the chance of discussing them with an experienced 
counsellor? And what environment could provide a better background 
for adult education than the co-operative environment? 


At the beginning of my report I referred to the problem posed by 
the increased leisure that we enjoy today. To make my point clearer, 
perhaps I may quote a short passage from the speech recently made by 
René Maheu, Director-General of UNESCO, to the Regional Con- 
ference at Prague. “In modern societies,” he said, “where the education 
received outside school has acquired an importance at least equal to 
that of the instruction that is given by schools, the primary purpose of 
adult education is to satisfy the aspirations of the individual and the 
requirements of the economic, social and cultural development of the 
community. In this context leisure must no longer merely provide an 
opportunity for recreation; it must also, and this is perhaps even more 
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important, provide an opportunity for creation, since it must contribute 
towards human, social, and civic education. Hence the need to organise 
leisure in some way. will afford every possibility for developing taste, 
judgment, and crifical sense and that will also encourage an affirmative 
weltanschauung and offer full scope to creative aptitudes. 


“This will naturally entail very many technical problems of a highly 
complex nature: the provision of suitable facilities (cultural centres, 
sports clubs, libraries, museums, film libraries, etc.), which is dll the 
more necessary in view of the fact that the industrialised countries are 
currently undergoing a process of extremely rapid urbanisation; the 
training of specialised educators and leaders; the judicious use of 
modern means of mass communication; and the elaboration of 
measures designed to bring the full benefits of adult education and 
leisure programmes to certain classes of people who otherwise have 
less opportunity to make use of them, such as women, old-age pen- 
sioners, and country-dwellers., The technical problems of organisation 
cannot be solved unless they are restored to their human context by 
means of systematic sociological research which must conceive its own 
role as that of a guide and a tool for attaining the ultimate ethical 
choice of cultural development.... A great deal is at stake: for what 
is needed is no less than a redefinition of creative liberty in an 
industrial society which for so many years was seen as an instrument 
of degradation and of enslavement and which is now threatened with 
alienation by boredom and by mass entertainment.” 


I have no hesitation in affirming my opinion that in our industrial- 
ised society the greatest task facing the co-operatives, on a par with 
and parallel to their economic task, is to serve their members in the 
field of education. Many of them, it is gratifying to record, are already 
engaged in this task. The many co-operative study circles of the 
Scandinavian countries are a familiar example. These circles have 
rapidly extended to cover a much wider ‘field than that of purely 
economic education, which was their originally intended role: today 
they play an important part in educating individuals to be citizens. In 
Switzerland, after the introduction of study circles inspired by those 
of Scandinavia, the co-operative colleges encouraged the local societies 
to set up “leisure centres”, We are still at the beginning of this 
* development. But in Berne the local co-operative society, jointly with 
the trade unions, has already for several years been offering more than 
seventy courses of every description a week which are attended by 
thousands of pupils. At Basle the General Co-operative Society, by its 
own efforts alone, runs more than thirty courses a week. This type of 
service, which is so ideally suited to the needs of the members and 
also to the needs of the present age, is the perfect instrument for 
strengthening, or if necessary creating, links between the co-operative 
societies and their members. 

Finally, while we are on the subject of “service to the individual”, 
it is well to recall the gigantic scope of the work done by the Inter- 
national Co-operative Alliance in maintaining contact with the United 
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Nations and with many of its specialised agencies, including the 
Economic and Social Council, UNESCO, the I.L.O., and the F.A.O. 
By this means the I.C.A. keeps its millions of members informed, via 
the co-operative press, of the activities, the aims, and the efforts of 
these world-wide organisations and also of the United Nations 
Organisation itself. By this means, also, it keeps these bodies informed 
regarding the organisations of the co-operative movement to which 
they have on innumerable occasions lent their support and whose 
principles they have diffused. 


(c) Service to the Developing Countries. 


We have been speaking about an expanding economy and an age 
of plenty. We cannot, however, afford to ignore the fact that much 
of the world lives under different conditions, and accounts for more 
than half the population of our planet. This other world does not 
live in conditions of plenty, but in hunger and illiteracy, in misery 
and disease. | 


This other world can be helped by co-operation—and only by co- 
operation. For nobody is sufficiently wealthy, not even the United 
Nations or the O.E.C.D. countries, to come effectively to the aid of 
these teeming millions of underfed and underprivileged people. In 
terms of population, the considerable amount of aid provided does not 
even reach one dollar per head per year. Only the twofold co- 
operative principle of self-help and mutual aid is capable of coming 
to grips with the problem; only by mobilising millions of arms and 
millions of hands will it he possible to produce enough food to feed 
millions of mouths; only these destitute populations themselves will be 
rich enough and strong enough to conquer their own difficulties if they 
can be shown how to discover the riches and the strength that are 
latent in the co-operative association of individuals. 


All the Congresses of the International Co-operative Alliance held 
Since 1954 (Paris, Stockholm, Lausanne, and Bournemouth) have 
included on their agendas the question of Co-operation and the deve- 
loping countries. We must turn to the voluminous documentation 
resulting from these congresses if we wish to know the views and the 
policy of the I.C.A. on this subject. At the Paris Congress, similarly, 
an International Subcommittee on Technical Assistance was set up 
which has since occupied itself with the problems of development and 
made regular proposals to the Executive and the Central Committee. 


The efforts made by the co-operatives in this field have been by no 
means negligible: the creation of a special development fund, the 
opening by the LC.A. of an education centre (financed by the annual 
K.F. collections from the member societies) at New Delhi, the opening, 
likewise at New Delhi, of a Regional Bureau of the I.C.A. and the 
launching and administration of various specific projects by the 
Swedish, Swiss, German, Austrian, American, Canadian, British, Danish, 
and Norwegian co-operative movements, 
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Nevertheless, in view of the size and the urgency of the problem, 
the efforts so far made by the co-operatives seem to me to be still on an 
insufficient scale. If we did our duty as co-operators,- it should be 
possible to achieve a new Rochdale every day in. Africa, in Asia, and 
in South America. And since. we have something worthwhile to offer 
the world, let us offer it! And let us also, by doing so, build up the 
defences that will protect our own houses from being submerged and 
carried away by the next flood. Here again, I hear the prophetic voice 
of Hugh Gaitskell: “Don’t delay! don’t delay! don’t delay!” 
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COMPLEMENTARY REPORT BY PROFESSOR GEORGES LASSERRE, 


of the Faculty of Law and Economics, Paris 


What I have to say relates mainly to consumer co-operatives; but 
some of my remarks could apply, mutatis mutandis, to other types of 
co-operatives, 


For many years the motivation of the co-operative movement and 
its drive have derived from two psychological factors. The first of 
these is hardship—at least when it gives rise to a feeling of being 
exploited, that is to say, when an awareness begins to develop that the 
commercial world is taking advantage of its position and could give 
the consumers better service; the second is of a moral character, namely 
a revolt against the immorality of the business world and, on a wider - 
plane, against the injustices and upheavals which occur in a capitalist 
system. 


However, in a capitalist system of the second half of the twentieth 
century, where the economy is expanding into an economy of affluence, 
these two psychological factors have inevitably lost the force they had 
a century ago, and have had to change their nature. 


I. Changes in the Feeling of Being Exploited 


A. The feeling of being exploited has at all times taken among 
consumers the form of a feeling that “I am being overcharged”. 


By far the most important item in the policy of the co-operative 
movement so far has been the problem of bringing pressure to bear on 
prices. The effectiveness of the work of the co-operatives to safeguard 
consumers against overcharging is well known. It has achieved this 
aim by entering into direct competition with private business. In some 
countries, such as Sweden, it has waged systematic campaigns against 
capitalist monopolies. In addition, it has supported the public author- 
ities in their efforts to contain hardship, inflation and the black market, 
particularly in wartime and during the early years of changeover from 
wartime to peacetime conditions. 


But the fields in which the co-operative movement can maintain the 
brilliant record of past years in the field of war on high prices are 
gradually shrinking as levels of welfare rise in the working classes 
and the capitalist system of distribution becomes more advanced. In 
fact, one of the reasons why the co-operative movement is today 
playing a less spectacular role than in the past is precisely its past 
successes, 
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However, as the trend towards monopolistic association, of the 
kind encountered in the field of supermarkets in Canada, gathers 
momentum and new forms of capitalist trading develop, there is every 
likelihood that the role of the co-operative movement in the pricing 
field will again grow in importance. 


There are many varieties of goods in the markets for which the co- 
operative movement has not yet been able to exercise its restraining 
influence; this it will not be able to do until it succeeds in supplying a 
minimum percentage (possibly. 20) of national consumption, whereupon 
it will be able successfully to challenge the existing vere of price 
leadership. 


In developed economies as they are evolving today, the main task 
of the co-operative movement is to broaden the sphere of its protection 
of family budgets by offering an ever-wider range of goods and 
services and by satisfying new needs (particularly cultural needs). | 


In this way the co-operative movement can keep alive among con- 
sumers the feeling that they may be paying excessively high prices; 
but it seems likely that, as general levels of wealth rise, the feeling of 
exploitation in the price field will gradually weaken. ` 


On the other hand, the feeling of exploitation is EES or may 
develop in other fields. 


B. One of the other forms this feeling can take can be summed 
up in the words: “I am being sold shoddy goods.” This is a feeling 
which is developing among consumers and housewives as their quality. 
requirements develop. 


Profit-making undertakings deliberately shorten the useful life of 
their goods. to compel the consumer to. buy more. often. ‘In ‘this 
connection the -frequency with which our household appliances need 
repairing throws light on a most undesirable aspect of progress. 


In addition, the present-day economy forces us to absorb with the 
food we eat all kinds of ingredients (colouring and preserving matter) 
and all kinds of medicines which are frequently useless or ineffective 
and are even liable in some cases to do more harm than good. 


For some years now the co-operative movement has been operating 
testing laboratories to protect the consumer in these different respects; 
.it has also been endeavouring to inform and educate consumers. 
These endeavours are of the utmost importance. They have aroused 
considerable interest among consumers and housewives; in addition, 
they constitute what is probably at present the most effective means 
of enhancing the movement’s popularity. It is therefore vital that the 
co-operative movement should continue its work in these fields. 


C. A third form of the feeling of consumer exploitation may well 
develop in the form of a feeling that “I am being sold goods which are 
no use to me”. To what types of goods does this feeling apply? 
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It applies first of all to a large number of the multifarious gadgets 
offered for sale, as well as to most of the ornaments and accessories 
of marginal utility which so often complicate ihe use of important 
household items (such as cars) and even render them more fragile. 
It also applies to items the fashion for which—and even the appearance 
of which—are systematically changed in order to create a psychological 
incentive to “buy the latest model”. Lastly, it applies to prestige 
expenditure into which people are led by clever advertising. 


In short; as a result of the systematic attempts to inculcate false 
needs and to implant false purchasing motivations in the mind of the 
consumer, that he is in a sense no longer fully responsible for his 
actions. 


Remedial action is essential. It should take the form of a campaign 
to awaken a feeling of oppression as well as exploitation which might 
be described as a feeling of “being taken for a fool”. We must feel 
the need to safeguard our freedom and dignity. The co-operative 
movement may have to put on the market simple, practical, durable 
items in a great variety of fields; but to make the public realise the 
advantages of the goods it offers it will have to break the hypnosis to 
which the consumer is at present subjected. 


In a broader sphere, the task of the co-operative movement is to 
make the individual in the world of today aware that his greatest need 
is to develop his personality to the full and to bring him to understand 
that the way of achieving this is not the purchase and possession of 
goods with a prestige value but (initially, at least) the acquisition of 
facilities for cultural development, the abandonment of his former 
passive role in economic activity, the acceptance of individual res- 
ponsibilities and parueipauon in the making of decisions of a col- 
lective character. 


II. The Increasing Importance of Higher Motivations 


The moral revolt against the abuses of the capitalist system is the 
second motivating factor in the co-operative movement which, if it is 
to survive, will have to change in form and will require ever-increasing 
support. 


In our countries there can be no doubt that hardship will become 
less and less of a source’ of inspiration and a motivation of co-operative 
action and may even disappear entirely. Consequently emphasis must 
be diverted to the other motivations. 


We are now approaching the point at which the essential needs of 
all men are fully satisfied; consequently it is becoming increasingly 
incumbent on man to turn to the study of the problem of the reason 
for his existence and his purpose on earth. 


Thus the co-operative movement is in increasing need of an aim 
transcending mere commercial and economic success; it will therefore 
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be inevitably led to turn further and further away from purely material- 
istic aims. 


1. Higher Motivations Existing in the Past. 


In the past, the higher motivations of the co- He movement 
have mainly comprised a desire to supplant capitalism by a new 
economic system organised as far as practicable, and if possible 
entirely, along co-operative lines. This ideal was a Utopian projection 
of the work of the co-operative. movement during the nineteenth 
century and a response to man’s need for absolute values which 
instilled in him a conviction of the universal validity of the co-operative 
approach and the hope that a fully co-operative economic system could 
eventually be established. This ideal inspired a great deal of EE 
and sacrifice among. the militants of the movement. 


Today, however, the unreality of this vision is becoming more and 
more apparent. The rate of growth of the co-operative movement is 
abysmally slow compared with that of technical progress or the’ speed 
with which the structure of the capitalist system is adapting itself to 
changed conditions. Increasing resistance to further expansion is to 
be expected. It is most unlikely that the economy will ever be run 
entirely along co-operative lines; what is much more probable is that 
the co-operative sector will be one of a number of sectors in the 
economy of the future. 

On the other hand, the co-operative sector will be able to offer its 
experience as a guide to other sectors when the time inevitably comes 
for them to undergo changes, and has a duty to do so. In particular, 
it must be in a position to suggest courses of action to undertakings 
which are already nationalised or will certainly be so in the future. 


Thus in future the movement’s historical role will depend not so 
much on the degree of expansion of existing co-operative organisations 
as on the exemplary fashion in which they should be run. It must 
therefore continually strive towards perfection from the standpoints of 
technical efficiency (i.e. productivity), respect of co-operative principles, 
and the moral values to which it must give concrete expression in its 
functioning. 

Thus co-operation’s principal response to man’s need for absolute 
values is no longer a vision of an ideal but extremely distant future; 
the emphasis is now—or should be—much more on the standard of 
present-day achievements and the loyalty of the co-operative sector to 
the moral -values it has a duty to promote. 


2. New Forms of Higher Motivation: Moral Values to Be. Promoted. 
This is an extremely wide field. Here I shall confine myself ‘to 
mentioning a few points which seem essential today. j 
(a) The first is the spirit of service, which in the co-operative 
sector replaces the. desire for profit and power. The nature of the 
service offered must evolve as time goes by; the co-operative must 
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obviously remain at the service of man as a consumer but must cater 
more and more for man as a complete being. 


(b) Secondly, there is democracy, which provides the structural 
foundation on which the spirit of service stands. The democratic 
character of the co-operative movement’s institutions give the latter a 
tremendous advantage over the capitalist sector in the field of human 
relations. But co-operative democracy is more difficult to keep alive 
in the large societies of today than in the smaller societies of earlier 
times. This is a fundamental problem, and the co-operative movement 
is well placed to solve it. 


(c) Lastly, there is the true value of human relations. Mutual 
trust, solidarity in action and a team spirit require more, in order to 
exist, than expression in the rules and organisation charts of societies; 
they must also permeate the relations of members among themselves. 
The available evidence shows that the personalities of militant members 
of the movement and the human atmosphere within co-operative 
organisations is becoming as potent a force—if not a more important 
force—than co-operative philosophy and ideals in attracting people 
(and particularly young people) into the co-operative movement today. 

In this field the co-operative movement can gain an insuperable 
advantage over the capitalist sector. 
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DISCUSSION OF THE REPORT OF MR. BARBIER 


Statement by Mr. W.P. WATKINS (Great Britain) 


May I first use a few seconds of my three minutes to express my 
gratitude to ICRICE for giving me the opportunity to attend this 
Congress, and to the Chairman for giving me the privilege of saying 
one or two words on a subject on which I have said many words in my 
time and still hope to say a few more. 


A well-known British “comédienne”, herself born in Rochdale and 
who popularised the song about the co-op shop, also used to sing a 
rather gruesome ditty, the hit-line of which was: “He is dead, but 
he won’t lie down.” I would like rather to invert that saying and 
to say that the proof that the co-operative movement is not dead is 
the fact that it is not only standing but moving—even though sometimes 
with the scarcely perceptible movement of a glacier—and growing. 
Look at Mr. Barbier’s paper for certain figures; if you like to continue 
looking from year to year, you will see that growth statistically 
measured. But of course, the whole question is again: is it growing 
fast enough? Sometimes it does not. But there again we may comfort 
ourselves by the fact that on the whole a tree grows more slowly than 
a mushroom, in its early stages, and that the social organisms which 
have a function to perform over generations and centuries make their 
growth at the appropriate pace, as compared with the economic 
organism which spring up today and are gone tomorrow. 


From that point of view it is much more important that co-operators 
should continue in the direction that they know to be right, than they 
should move at any given pace. There is one situation which has been 
going through my mind during the discussions of this Congress, à 
propos of competition, the obvious competition in which the co- 
operative movement is involved. That is competition naturally for the 
custom of consumers, that is for the consumers’ movement. The agri- 
cultural co-operative movement, as Mr. Lacroix mentioned, is in another 
type of competition, but none the less involved at that. But competition 
for custom, for turnover, is impossible nowadays—and co-operators 
realise it—-without radical, structural changes. Those structural chan- 
ges cannot be carried through without capital, and the movement there- 
fore is involved—whether it likes it or not, and whether it realises it 
yet or not—in competition for capital, for savings. But even more 
important, it is involved in another form of competition, which 
Mr. Eronn mentioned towards the end of his paper yesterday, and that 
is competition for what Fourier calls “talent” or ability. In a market 


MR. BARBIER’S REPORT 329 





economy talent is also for sale, and must be purchased by those who 
wish to survive in it. 


And so simultaneously and in a manner involving one and the other, 
our co-operative movement is undergoing competition on at least three 
fronts, and in my judgment the most vital of these is the last: the com- 
petition for ability. 


What has the co-operative movement to offer to the younger 
generations of men and women coming out of our higher educational 
establishments? Can it even today offer them what Napoleon offered 
his soldiers: a career open to talent? If not, it may as well shut up 
shop now, because it would merely drift along without the proper 
guidance, without the proper steering that it should have. Co-operative 
colleges we have, yes; excellent for training sergeant-majors, useless 
on the whole, until recent years, for training colonels and generals 
and potential field-marshals. 


The other side, of course, is another form of competition even 
more vital, and that is competition for the ear, the attention, of the 
public. I shall never forget, and I shall constantly repeat, the saying 
of Pandit Nehru five years ago in opening a co-operative seminar in 
Delhi, when he said that the problem of spreading co-operation in 
India was a problem of catching the mind of the peasanis. If you 
don’t catch the mind of the consumer, his cash is no use to you. 
Hundreds of buses are now going around London and on the side of 
them is a kind of slogan, national advertising by the consumer’ co- 
operative movement: “Come Co-operative Shopping.” All right, we 
go to the shop. And what then? Is it going to be just a shop to the 
people who go, like any other? Or is it to be a shop with a difference, 
with a significance? Is not the important thing from the point of 
view of us, co-operators, what people see in the shop, behind the shop? 
Behind the shop, what? Why, the association which created the 
enterprise and which really governs it or should. 


Once again we are brought, by the same sort of argument as Pro- 
fessor Lasserre used just now, to this question of the human element 
in co-operation. The important element in co-operative progress and 
expansion is the association, its unity, its democracy, the sense of 
enlarged freedom which it ought to give the individual member, but 
only too often does not, because we don’t know very often what 
freedom is, being still the slaves of the old individualistic fallacy, which 
Professor Weisser mentioned yesterday, propagated a hundred years ` 
ago. 


To catch the mind of the consumers, yes, and not merely catch 
it, but to hold it and to build up in that mind a constant will to pursue 
a consistent line of action, because of the results which are properly 
appreciated from it. And when I speak of a will I think of the German 
co-operators who restarted their society in Hanover in 1947, when it 
had a single shop about three metres square, and some of them walked 
miles across the war-torn city in order to make their purchases there. 


15 
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The co-operative movement cannot dispense with a will like that 
on the part of its adherents, and the objects of the co-operative 
education, or one of them, is to build it. 


Now, I come back again to that slogan of “Come Co-operative 
Shopping”. Excellent fo put a co-operative slogan where millions of 
people living in London cannot miss seeing it. Some of our Austrian 
friends may remember Dr. Neurath, the curator of the sociological 
museum at one time in a wing of the Town Hall at Vienna. Dr. Neu- 
rath and I had conversation twenty years ago in London where he was 
living as an exile. His preoccupation then was with the foundations of 
democracy and he used to say: “Unless you can bring the things which 
the citizens should know to places where the citizens cannot miss seeing 
them, you have not begun your democratic education.” And he pointed 
to a slogan which was common in London in those days, concerning a 
certain alcoholic beverage, which, it was said, was “Good for You”. 
And Neurath used to say: “Why do we not tell the citizen other things 
that are good for him, and even better for him than the particular 
alcoholic beverage?” 


And so one is glad that C.W.S. advertises: co-operative shopping in 
that way. And I labour this because co-operative movement cannot 
work-—and here is something which concerns our friends of the public 
economy no less—it cannot work and grow and develop, in these days, 
in any other than a fundamentally sympathetic climate of public 
opinion. 

When you have co-operators by the million they are indistinguish- 
able from the general public. They are completely anonymous and 
you are bound to use publicity in order to reach them. But we are 
subject all the time, not merely to the competitive pressure of mono- 
polistic against co-operative business, but also to the extension of 
competition through legislation, from which I understand our German 
friends are suffering at the present time; this attempt on the part of 
the vested interests, which control Parliament from outside, very often 
to limit the scope of public and co-operative economy and prevent it 
from following its own natural laws of development. I don’t know of 
course how far you and I in our more optimistic moments can think 
of the future development of public and co-operative economy, but I 
should be happy if I could think that within a measurable time we 
could tilt the balance between the sectors of the economy. They are 
still fighting, and they must; if they do not they will go under. But if, 
as I believe, their economic ideas are fundamentally right, eventually, 
if they handle public opinion the right way and back it by efficient 
performance, it may be possible to tilt the balance, so that the fashion 
is set not by the profit-seeking, gain-seeking economy, but by those 
forms of economic organisation which are motivated by service and 
which owe their -responsibility and accountability to the community at 
large. 
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Statement by Mr. Karl PROBSTING (Austria) 


The co-operative-movement is not alone with its concern about the 
maintenance of the ideals. Public economy, too, needs the acknow- 
ledgement of what it has accomplished. It does not suffice any more, 
today, just to be in the competition, at the height of the discount, of 
the point-system, or at the organisation of housewive’s. afternoons 
(ready-made). The success is dubious. 

To me it seems important, to take care of the family in its daily 
life. to appear and enter in those places, where the individual man is 
more and more lost. In purchasing, it is important to protect the 
consumer from the advertising of the profit-industry. It is important 
to help the families with the questions and problems which money 
brings about, with the acquisition of capital, with social questions, and 
with the questions of keeping the members healthy. 


In a time, when materialistic points of view are holding the spot- 
lights, the public and co-operative economy has the task and the 
possibility, to find new values on an idealistic basis in the interest 
of our co-operatives, to advance to the very core of our society, i.e. 
the familiy. The unions as well as the union parliaments and state 
parliaments thereby find a new rewarding job. We need not be in 
fear any more about our world of ideas inherent in public and co- 
operative economy. 


Statement by Mr. Jean-Olivier LUTETE (Congo [Leo]) 


For the progress of fraternity and love of the peoples of the world 
I greet you in the name of the workers of the Confederation of African 
Free Trade Unions whom I represent here at this International Congress 
of Collective Economy. 


The ICRICE which organised this Congress certainly deserves our 
praise. I only regret that the organisers of the Meeting failed to make 
Africa participate effectively in this Seventh International Congress. 

I have no intention of giving you an economic report. Rather should 
I like your consent to take you from Europe into Africa. Because, ] 
must say it frankly, an activity of such wide scope can be much more 
effective in Africa than in Europe. ` 

Here are some of my views. which I propose to submit to the 
permanent Office of the ICRICE which has organised this Congress: 
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(1) You are certainly going to tell me that Africa is very far away 
from Europe and that travelling expenses would be considerable. You 
are also certainly going to tell me that this is a European, not an 
African Congress. However, Gentlemen, may I remind you that 
wherever there are men, the problems are the same (applause). 


So, my first point is to ask the ICRICE Council to set up, in the 
shortest possible time, an ICRICE Working Committee for Africa. 


(2) Between the European realities and African realities, ICRICE 
must find a middie way, a road to serve both the European side and 
the African side. 


(3) The ICRICE Committee once set up and the methods found to 
attain the objectives of ICRICE, it will be necessary to begin defining 
some working areas of ICRICE in Africa. ‘With your permission, of 
course, I should like to answer personally for the success of the ICRICE 
action in Africa through the medium of the African Confederation of 
Trade Unions to which my organisation is affiliated and whose 
Secretary-General is well trusted and has an excellent reputation 
throughout Africa. Starting from this basis, I think the best thing for 
Europe would be to start its action in Africa, if only to counterbalance 
the so-called people’s economy which does not suit African ideas and is 
only a whitened sepulchre. 


_. Economic problems in Africa are really such as Professor Lambert 
explained them in his paper which I greatly admired: competition 
continues to play an essential part, but development must be encouraged 
by the State and small associations with limited means and, more 
generally, the economically weak must be organised and helped. 


I deliberately refrain from -telling you about the difficulties 
encountered by my country, the Congo. I shall only repeat that I wish 
that the three points I have just submitted be carefully studied by the 
ICRICE Council. I put my hope in a co-operation which will allow 
us to build a free world in the service of free men. 


Statement by Mr. Paul LAMBERT (Director of ICRICE) 


I wish to convey my warmest thanks to Mr. Lutete for Aus offer of 
collaboration. Needless to say, it is accepted. 


We have sent hundreds of invitations to Africa. But invitations 
amount to nothing, or almost nothing, so long as an organisation 
based on self-help is not born. 

He informs us of a renewed interest of the African world in our 


work. Once again, I wish to acknowledge his intervention and to 
thank him. 
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Statement by Mr. André HIRSCHFELD (France) 


I should like to refer briefly to the last lines of the excellent paper 
Mr. Barbier just presented to us. 


My statement will be very short, not because the subject lacks 
interest, but because time is limited and the role of co-operation in 
the developing countries will also be examined, next month, by the 
International Labour Conference to be held in Geneva, and because, 
on this occasion, the governments of more than seventy nations 
throughout the world will turn their attention to this problem. 


I, like Mr. Barbier, think that in this field the contribution of our 
old Co-operative Movements is twofold. 


They already contribute men and money, and all the countries of 
Western Europe can report on this point very positive results. 


But—and it is on this subject that I would like to dwell a little— 
co-operation brings also to these countries what is possibly their 
greatest lack, that is, not the solution of their most serious economic 
and social problems, but at least a very sound approach to this solution. 


Nearly all developing countries, and my recent and last African 
experience enables me to mention some very concrets examples, have 
a very ill-defined agrarian structure and it is admitted nearly every- 
where that this situation could slow down to a considerable extent the 
economic development of these countries. Now it is certain, in my 
opinion, that the transformation of these structures will entail the use 
of co-operative formulas, whether the land be, if not owned, at least 
cultivated co-operatively, whether co-operative enterprises provide 
newly created small individual farm holdings with credit, machinery 
or the means of obtaining the products they need, or else, the possibility 
of selling their production under the best possible conditions. 


No doubt, all this would necessitate fairly long development on my 
part, but I promised to be short and, besides, I should not like to 
complicate through my lack of discipline, the already very difficult 
task of my friend Ventejol. 


I should simply like to repeat, without quoting it in front of 
Mr. Watkins, his sentence well known in co-operative quarters, that 
co-operation could bring to those countries more than formulas for 
their social and economic development, but a mode of life, a mode 
of thought, some higher motives, according to the terminology employed 
by Professor Lasserre, all of which they are seriously lacking at the 
moment, 


It is becoming usual—since the publication of a few books, one 
of which, I honestly think, obtained a success it did not deserve-—to 
reproach the Africans, in particular their lack of courage, their lack of 
civic feeling, their want of the spirit of initiative. 
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Do you not really think that the practice of co-operation, a co- 
operation slightly different from the one we know, particularly in view 
of state intervention being necessarily more important, would be here 
again capable of modifying, at least to a large extent, some kinds of 
behaviour undoubtedly reprehensible today? 


‘ In this field also, it would be necessary fo develop these subjects 
at greater length. 


-I shall refrain from dealing with them, being satisfied with 
en roughly, in a fashion you may with reason find questionable, 
some ideas slowly matured in my mind in the course of distant and 
already numerous travels, ideas that the reading of Mr. Barbier’s and 
Professor Lasserre’s reports induces me to put bluntly into words. 


Whatever your reaction on this subject, I thank you for listening to 
me with patience and attention. 


Statement by Mr. Nikos RAZIS (Greece) 


First,. I would like, in the name of the head union of the Greek 
agricultural co-operatives, to express my deep thanks for the friendly 
invitation. | 

It is a great pleasure and honour for me today, to be permitted to 
greet you fraternally from about 7,600 Greek agricultural co-operative 
unions with about 800,000 members. 


Especially, however, I take the liberty to convey a cordial greeting 
of the president and the chief manager of the head union in Athens. 
I should like to tell you that the head union has invited a great number 
of personalities from foreign countries (Germany, France, Sweden, etc.) 
to Athens, for the set-up of our rural co-operatives and for the 
organisation of the co-operative-school training secretaries, accoun- 
tants. etc. 


I want to assure you that what I, as representative of the head 
union in Athens, have heard from the excellent speakers of this 
congress, will be very useful for our co-operative union in Greece. 


Now I should like to tell you something in French, i.e. what I said 
in Paris in 1957: 


A Poccasion dun Congrés international pour le tabac qui a eu lieu 
à Paris en 1957 et où j'ai pris part comme représentant de la plus 
grande Société coopérative de la Grèce (pour le tabac), la SEKE, j'at 
dit en.terminant mon exposé les mots suivants que je vous prie de bien 
vouloir me permettre de répéter: “L’esprit individualiste devrait pro- 
gressivement disparaître. C’est en effet l'esprit coopératif, basé sur 
Pidée de solidarité, qui ennoblit l'homme et élève l'âme au plus haut 
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degré de la perfection. C’est cet esprit qui doit triompher pour assurer 
la prospérité et le bien-être de tous les habitants du monde entier.” 


(On the occasion of an international congress for tobacco, which 
took place in Paris in 1957 and where I participated as representative 
of the biggest co-operative union of Greece (for tobacco), la SEKE, | 
said, concluding my report, the following words, which I beg you to let 
me repeat: “Individualistic thinking should gradually disappear. It is, 
indeed, the co-operative thinking, based of the idea of solidarity, which 
ennobles mankind and elevates the soul to the highest extent of per- 
fection. It is this thinking which must triumph in order to ensure the 
prosperity and well-being of all inhabitants of the whole world.”) 


Statement by Mr. Andreas VUKOVICH ( Austria) 


Considering the pressing time, I just want to express my opinion 
on one point of the excellent statements of Mr. Barbier, i.e. to the 
basic question he has raised. Is it true that the unions are unions? Or 
to put it maybe clearer. Are the unions still unions? This question 
has been asked mainly from the outside—not so much from the inside— 
from opponents of the unions, who fear for their influence on the 
market in view of the growing unions, and who would like to see the 
unions return to the origins, to the small and simple unions, which 
do not have any special importance yet on the market as a whole. 
The union movement has grown, it has become important on the 
strength of ideas which it advocates in society. Today, it is a problem 
in the central organisations of the great unions, to see that certain 
principles, and above all the democratic principle, are respected and 
maintained in the union movement. In their aims, however, there is 
no essential difference between the small unions of once upon a time, 
and big unions of today. They have had a decisive influence on the 
economic and social life, and they will continue to do so, if they stay 
loyal to the essential aims of the unions. I am thinking here mainly 
of the democratic basis of the unions. If this democratic basis is not 
considered only as a necessary evil, as it happens now and then, but 
if the democratic basis is not just maintained but also consciously 
cultivated, if the activity of the members is animated, if the influence 
of the members is not possibly driven back and turned down, also in 
the bigger unions and co-operatives, then the actual aim of the union 
movement may be more easily reached in the years to come, than if 
this does not take place. I should like to call your attention very 
briefly to the excellent statements of Professor Lasserre, which I want 
to underline broadly in all respects. He has said here essential things, 
which I should have liked, or could have been able, to say myself. I 
want to draw your attention especially to the fixing of the aims, which 
he has pleaded for here. 
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Yesterday, I stated that the unions have still more tasks, besides 
the commercial ones, besides the economic one to serve the members. 
They have tasks which have a tendency towards greater social justice, 
towards human engagement and an activation of mankind. It is true: 
we want to help the members and the consumers, to be sure but want 
also to activate them. This we shall only then be able to do, if we 
are able to stimulate their concern and to arouse their interest not 
merely in a materialistic way but also idealistically. 


Statement by Mr. Michel THIERCELIN (France) 


After the very condensed reports of Director Barbier and Professor 
Lasserre, revealing their wide experience, it is my turn to acquaint you 
with the efforts actually made by the French co-operative movement in 
trying to develop co-operation in some new sectors of the economy. 
Unfortunately, time is short; therefore I will not present the full 
account I anticipated giving. I shall only try to tell in a few words 
what this experience consists of. 


You know that the French economy, like most European economies 
at the present time, is passing through a period of extremely rapid 
growth; this rapid growth brings about, as a consequence, a complete 
disruption of the economic structures and it is necessary to make these 
structures more and more collective. It has become evident to the 
French co-operative movements as a whole that, precisely, to the extent 
that this tendency to create more collective structures asserted itself, 
there was room for ‘co-operative extension into new sectors. It is a 
fact, moreover, that the ideal and the principles of co-operation cor- 
respond, nowadays, to the aspirations of youth: youth tends more and 
more to create structures which, while being both modern and efficient, 
are not coercive, as well as enterprises of a mutual character in which, 
if one receives, one also gives. 


This is the reason why the French co-operative movements created 
a new organisation in 1962: the “Centre pour le développement de la 
coopération”, which brings together the whole series of the co- 
operative federations. Its aim is precisely to promote the development 
of co-operation in new sectors. This Centre plays a role both of 
research and assistance. First, a role of research, as far as it helps 
members of professions and professional organisations, having asso- 
ciation or grouping problems, in defining these problems and in trying 
to find what co-operative solutions could be found for them. This 
results generally either in the drawing up of statutes for co-operative 
societies of a new type, or with the drafting of Bills or decrees tending 
to recognise these new forms of co-operation. ‘The “Centre pour le 
développement de la coopération” endeavours subsequently to obtain 
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from the public authorities and the Parliament the promulgation of 
these laws. 


A role of assistance, also, inasmuch as the Centre, with regard to 
these new co-operative societies, plays the role of a federation, until 
they are sufficiently developed to create their own federation; in other 
words, the Centre comes in as a technical assistant for the establish- 
ment, on the juridical and administrative levels, of these new co- 
operative societies. It intervenes also, in liaison with the organisations 
of co-operative credit, in the provision of the financial resources 
necessary for the development of these new forms of co-operation. 
Lastly, it endeavours to ensure the spreading of those new co-operative 
ideas. 


Let us see very rapidly what result we have arrived at after two 
years. We were able, in the first place, to obtain recognition of a 
new form of co-operation in road transport, inspired by what already 
exists in Germany and of which a review can be found in the January 
1965 issue of the Annals of Public and Co-eperative Economy. A 
decree was promulgated in 1963, and since then we have registered 
the formation of about fifteen co-operatives and one co-operative credit 
union in this sector. Moreover, it may be hoped that, within a com- 
paratively short time, most of the small-scale French road transport 
enterprises, “small independents” numbering around 50,000, will be 
transformed into co-operatives. 


Another sector we have also been required to study is that of 
liberal professions. You know that, within the framework of the 
Common Market, the liberal professions tend to organise themselves 
into associations, following the example of what already exists for 
some professions in the United States and Germany. These associa- 
tions were groping their way and co-operation appeared to them as 
being both the ideal legal formula and the solution that would ensure 
the protection of their ethics. So we now have in France sixty doctors’ 
co-operatives—and this movement is spreading very fast— about fifteen 
architects’ co-operatives, three veterinary surgeons’ co-operatives and 
we have just formed in Marseille the first lawyers’ co-operative. As 
you can see, there exists, in the middle-class sector, a new co-operative 
movement which I think is to have a great future. 


At the request of interested professionals, we also have tried to 
obtain from the public authorities a regulation concerning housing co- 
operatives. In France such a regulation does not yet exist, while the 
housing sector is in full development: twenty years from now, we 
should have built ten million new dwellings. An extremely important 
opportunity of expansion in this field is opening therefore before the 
co-operative movement and it was imperative to have these housing 
co-operatives recognised by the public authorities. 


Lastly, following the Swiss example, we are trying to unite both the 
co-operative movements and the voluntary associations for leisure, in 
order to bring about the formation of a fairly strong co-operative 
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sector in this field, Lately, we have helped, in particular, to establish 
a union of co-operative societies whose purpose is to obtain land for 
the creation of co-operative holiday centres. The President of this 
society is Mr. Degond, Vice-President of the French National Fede- 
ration of Consumers’ Co-operatives. Such an action is really necessary 
because we are witnessing now, in France, the extremely rapid growth 
of a capitalistic leisure industry. As leisure increases and as people 
have both the time and the financial means to satisfy this desire, there 
was certainly room for a capitalistic leisure industry. It is essential, 
therefore, that the co-operative movement, confronted by this new 
capitalist enterprise, should try to create co-operative structures in this 
sector. 


This is a very schematic and very brief summing up of our Centre’s 
action. Those who would like to obtain more information should 
consult the pamphlet we published on this subject.1 I think the con- 
clusion of our experiment is that it is very important for the co-operative 
movements to undertake what could be called an action of public 
relations, information and co-operative education for the responsible 
authorities. 


In France, the Institute of Co-operative Studies, whose Director, 
Mr. Boully, is among us, already engaged in this action so far as the 
University and the students are concerned. It can now be said that the 
“Centre de développement pour la coopération” is carrying on this 
action of co-operative information among the public services and 
members of Parliament. I believe something interesting exists there 
and I should like to express the wish that the exchange of experiences 
be encouraged in the framework of both ICRICE and the International 
Co-operative Alliance, since other countries of Europe, or even of the 
world, are probably pursuing at this moment researches similar fo those 
we are carrying out for the development of co-operation in new sectors. 
It would be an advantage to exchange these experiences and to co- 
ordinate these efforts. 


Statement by Mr. Hans DIETIKER (Switzerland) 


The excellent reports of Mr. Barbier and Mr. Lasserre have touched 
on a great number of questions, which would call for a detailed dis- 
cussion. I have been disappointed, in a way, by the manner in which 
this dicussion had to be held hastily, by the interruption of the dia- 
logues coming from interventions of discussion-speakers, who should 
have made their points at another time and in a different connection. As 
associates, we are used to dealing with problems through active parti- 
cipation in discussions, because we know by nature that democracy is 


1 P. Lacour & M. THIERCELIN, Nouveaux développements d'une économie coopéra- 
tive, Paris, CEDECOOP, April 1965. 
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a “régime de participants”, and do not like to accept the findings of 
congress-negotiations passively ex cathedra. 


‚Therefore, I take the liberty to ask the board of directors of the 
IFIG, not to overburden future congresses as heavily with material, 
and also to take modern working-methods into consideration. 


* 
KE 


Now, I should like to reply to some points from the view of a 
consumer’s unionist, concerning the complex of questions which: is 
connected with our theme: “The co-operative enterprises in a growing 
economy.” 


First, I am expressing my satisfaction that the report has not been 
confided to a specialist of the growth-theory, but to a co-operator with 
a horizon that does not only comprise the economic aspects of the 
issue, but also the sociological, idealistic, and cultural ones. The co- 
operative movements and the problems of their growth would indeed be 
dealt with very inadequately, if the consideration should be limited to 
economic points of view. Nevertheless, I have been somewhat surprised 
that the co-speaker, too, has stressed, as an economic scientist, the 
conception de moins en moins matérielle du mouvement coopératif (the 
concept of the co-operative movement, becoming less and lesss 
materialistic). I accept this attitude as a spiritual basis, as part of the 
idea we have of the co-operatives. In addition to the economic element, 
but not at the expense of the economic efficiency, which, as a matter of 
fact, is a prior condition for all social and cultural purposes. 


I should like to stress that both elements of the co-operative unions, 
the materialistic and the idealistic, are, as matters of principle, undis- 
puted. But in our time with its immense increase of productivity, and 
its immense development of technical progress, the two elements have 
become real problems with new aspects. 


According to their points of view and to their interest, the co- 
operative unionists today tend to reproach two things on the ground 
of these problems: The “idealists” tell the “materialists’: “You may 
stand firmly on the ground, but you don’t see the stars any more!” And 
the reciprocal reproach states: “Your eyes are dazzled so much by the 
stars, that you lose the ground under your feet.” 


The idealistic questions of the co-operative unions are nowadays 
often wrongly pushed aside by mainly political economic problems. The 
economy, growing speedly, raises economic problems for the co- 
operative unions, which are entirely new as for their extent as well as 
for their requirements. Their right or wrong solution may determine 
the be or not to be of the co-operative unions. This today leads 
generally to a primacy of economic affairs, in the co-operative unions, 
a primacy which is bringing up dangers in its wake: that is to say, if 
it deprives itself of the idealistic aims lying beyond the simple every- 
day’s economy. We have to be aware of the fact that the co-operative 
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union can fulfil its materialistic and its idealistic task only on the 
basis of economic efficiency. The situation on the competitive market, 
which is dynamically developing, forces the consumer’s unions (co- 
operative societies) fe act and to enterprise, and makes vertical and 
horizontal co-ordination and concentration inevitable as it has never 
been before in the history of the co-operative unions. One could 
compare the relation of the former management of the co-operative 
unions to the modern co-operative administration with the different 
level of millstone and chess. The future importance of the co-operative 
sector in the general economic life, will depend on the way the co- 
operative unions will take the chance and step out of the epoch of 
mechanical adding machines, into the age of electronics. 


Yet, this is not merely a technical, economic problem. It is also a 
question of solidarity of the co-operative group. The association as 
a part of the co-operative enterprise is in danger, in an epoch of 
specialists and big industry, above all where the member-reimburse- 
ments are replaced by general discounts for the clients. Therefore, 
the relations between the co-operative enterprises and the members 
must be cultivated and intensified in these days, for which work we 
shall employ sociological insight and methods. This can be done in 
analogy to the “human relations” in big industries. 


This is the first condition for a good functioning of democracy, 
which is also endangered in these days—and by the way not only in 
the co-operative movement—if we do not know how to adjust it in 
structure and in function to the modern requirements. 


So we have to face the problem, to solve economic tasks and 
idealistic tasks of democracy at the same time. Technocracy without 
democracy will end in co-operative self-alienation. Economic demo- 
cräcy without an efficient enterprise is reduced to a nice platonic idea. 
Only both, together and united, guarantee co-operative self-realisation. 


Statement by Mr. W. BLEILE (President of the Session) 


I am grateful for the words of Dr. Dietiker. It goes without saying 
that I shall forward his wish—grasped from the middle of the applause 
—to the board of directors of the IFIG, to récommend less material 
and more modern working methods. Let me just add to his very 
instructive words about the symthesis of practice and idealism, that 
the practical! man is followed by years; the idealistic man, however, is 
followed by centuries, but only if he also sees reality. 
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Statement by Mr. Herbert-Kurt NOOK (ILO) 


I should like to begin by offering to this Congress and to the 
ICRICE as a whole the heartiest good wishes of the Director-General 
of the International Labour Office. I derive a special pleasure from 
my role as a bearer of these good wishes because it was in Gerieva— 
the seat of the ILO—that the Annals of Public and Co-operative 
Economy were first published; that the ICRICE was founded; and that 
the first international congress on collective economy was held. 


Since its inception in 1919 the International Labour Organisation 
has striven to improve living and working conditions throughout the 
world. It is therefore understandable that it should «a priori take a 
particularly active interest in all the different types of organisations 
existing within the framework of public and co-operative economy 
which endeavour to be of a real service to the community. 


The ICRICE deserves our congratulations for the scope of the 
agenda it has prepared for this congress and in particular for the 
manner in which it has dealt with the subject of co-operative develop- 
ment, which was discussed yesterday and the day before yesterday. 
The problem of co-operative development is of particular interest to 
the ILO at the present time. As a proof of this may I remind you 
that the agenda of the 49th Session of the International Labour Con- 
ference, which is due to open in about three weeks’ time, includes the 
following item: “The Role of Co-operatives in the Economic and Social 
Development of Developing Countries.” The representatives of govern- 
ments, employers and workers in 112 countries, assisted by specialists 
in co-operative matters, will draw lessons from the world’s experience of 
co-operative problems. It is hoped that the discussions will permit the 
framing of a definition of the role of co-operatives in developing 
countries and also reveal the best practical methods of promoting co- 
operation in those countries. We hope that the outcome of these 
discussions will be the adoption of an international instrument in the 
form of a Recommendation which will form an integral abode of 
the body of international social policy codified in the International 
Labour Code. 


The discussions will also show how the ILO can improve the tech- 
nical assistance it provides in the field of co-operation and adapt it 
to the requirements of particular cases to meet the changing needs of 
developing countries, with their widely differing economic, social and 
political conditions. The importance of this question can be judged 
from the fact that during 1963 and 1964 the ILO sent 41 experts (from 
15 different countries) in various aspects of co-operation to 31 deve- 
loping countries to assist in the establishment and development of 
co-operative organisation of all kinds. 
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The papers submitted to us yesterday and the day before yesterday 
clearly show the importance of the role of the co-operative movement 
as a countervailing force and an instrument for the promotion of self- 
help in an expanding economy and at the same time establish that it 
can play an even more important part than has hitherto been the case 
provided that the co-operative organisations keep their structures and 
working methods under continual review and are prepared to improve 
and adapt them in the light of changing circumstances. In my opinion 
-this Congress has fully brought out the extent of the problem to which 
this objective gives rise and has at the same time suggested solutions 
and possibilities of sufficient interest to deserve the most careful study. 
In this connection I would like to stress that the problem of structural 
change is one of concern to all co-operatives and in particular to 
agricultural co-operatives. 

In most of the countries represented here the co-operative move- 
ment has to act as a countervailing force; but in developing countries 
the role of the co-operative movement is even more far-reaching. We 
all know that in many of these countries the national economy is not 
yet fully integrated and that we find traditional sectors of the economy 
existing side by side with modern ones. The latter are usually 
branches of handicrafts organised within the framework of a single 
town or city; and within such a framework co-operatives of suitable 
types can certainly act as a countervailing force. The traditional 
sectors of to economy usually form part of the agricultural sector; 
and in this connection we must not forget that in many developing 
countries 80-90 per cent. of the population depends on agriculture 
for a living. In this sector the co-operative movement has a duty 
to serve as a promotor of development. The dairy-farming co- 
operatives in Finland, which have actually made the development of 
dairy-farming possible in regions with no markets in the immediate 
vicinity, offer a striking example of what can be achieved in this field. 
The development of Southern Italy offers other examples. In situations 
such as these the problem is not so much one of establishing a 
countervailing force to correct existing market structure as to develop 
new branches of production and new markets. 


In most of these countries the task of promoting development is 
-an extremely far-reaching and comprehensive one, as it involves not 
only bringing about lasting improvements in the living and working 
conditions of large sections of the population but also the achievements 
of these ends---for social, economic and political reasons—as quickly 
as possible. Here one recognises on the one hand the need for sys- 
tematic economic planning and on the other hand the adaptation of 
patterns of co-operative development to the objectives and the different 
stages of implementation of economic and social development plans. 


However, it must be remembered that the framing and implemen- 
tation of such plans is incomparably more difficult in developing 
countries than in advanced ones. In a developed country the main 
problems centre on the determination of growth rates in the different 
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sectors: in a developing country, however, planning frequently involves 
the actual creation of a new system of production to serve the whole 
country—the rural as well as the urban sectors. 


In a context such as this the co-operative movement has an essential 
function to fulfil. First of all, they can offer the planners an accurate 
insight into the problems of the individual communities, their abilities 
to provide new services and the limitations on those abilites; secondly, 
‘they can help to give great masses of the people a clearer understanding 
of the aims of development and the means of fulfilling those aims and 
to win over and direct the support and the active co-operation of the 
people. The co-operative movement also facilitates the propagation 
of new methods of production and the distribution, supervision and 
repayment of investment credit. Herein lie the importance of the 
co-operative movement and the need to promote its further develop- 
ment—along suitable lines. 

Here one must offer a word of warning. No matter how necessary 
and significant plan targets and figures may be, every effort must be 
made to ensure that they are realistic and achievable in practice. If 
this is not done, co-operative development may lead to a situation in 
which quantity becomes more important than quality. Once this point 
has been reached, co-operatives are no longer able to give their 
members the desired standard of service or to promote and keep alive 
the spirit of collective enterprise, and thus are no longer able to make 
a real contribution to the countries’ economic and social development. 


Mr. Barbier deserves our gratitude for having laid so much stress 
on the role of co-operation as a promoter of development. The tech- 
nical assistance offered so far has been merely a drop in the bucket. 
All of us have a duty to improve co-ordination between our assistance 
projects still further and to make much greater efforts than in the past. 
To-day, more than ever, we are living in a world of mutual inter- 
dependence, living with others and for others. Let us never forget that 
poverty anywhere is a danger to prosperity everywhere. 


Statement by Mr. Stratis D. SOMERITIS (Greece) 


I belong to a country, Greece, which is still in the process of deve- 
lopment. Consequently, the problems examined during this Congress 
arise there in a different manner from that of the highly developed 
countries, notably as regards the co-operative sector. Our agricultural 
co-operative movement is fairly important. The first agricultural co- 
operatives were created some fifty years ago in the credit sector. At 
present, they are the principal channels of distribution for funds granted 
to agriculture by the State, through the intermediary of the Agricultural 
Bank. of Greece. The establishment of the first agricultural co- 
operatives coincided with the agrarian reform. This reform, allocating 
the land to those who cultivated it, resulted in replacing the vast 
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estates by nearly. one million small family farm holdings of about two- 
and-a-half acres. 


To-day in Greece, a very important problem has arisen in agri- 
culture: how to make Greek agricultural enterprises competitive with 
better developed ones in France, Germany, Italy and the. Netherlands, 
Hence it is under the influence of this competition that agriculture in 
Greece is modernising and organising itself, with a view to entering 
the European market and conquering its rightful place. Agricultural 
co-operation is becoming a means of democratic organisation and 
modernisation. The competition encountered by Greek agriculture has 
also had the effect of calling into life a series of new co-operatives, 
which widely develop the industrial processing of agricultural products. 


Whilst Greek co-operation prepares to celebrate the fiftieth anni- 
versary of the passing, in 1914, of Law 602, the basis of its develop- . 
ment, it is entering at the same time a higher phase of its evolution, 
of which I have just endeavoured to trace the main-lines and objectives. 


Consumers’ co-operation, however, still remains embryonic. - The 
preponderance, in Greece, of private capital, the absence of a consumer 
consciousness among the Greek wage earners, who- fighting for their 
nominal wages and fail to grasp the importance of the struggle for the 
real wages, the lack of managerial staff suffered by the consumers’ 
co-operative movement. I would even say the non-existence of a trade 
union movement that would adopt the idea of consumers’ co-operation, 
are the principal reasons for this backwardness. The groups of 
authentic co-operatives, that is, those which really apply co-operative 
principles, are so small that they are unable to influence the market, 
let alone counterbalance the power of private capital which benefits 
from a real de facto monopoly. Such a situation is dangerous for the 
economic, political and social life of the country. 


I should like to draw the attention of co-operators in on 
countries to the necessity of helping us in order to remedy this situation: 
as quickly as possible. The causes being manifold, the solution of the 
problem facing us cannot be conceived “without a change ‘in attitude 
on the part of the State, without a revision of the legislation on co- 
operation, without a programme of education and propaganda which 
would lead the consumer to revolt against his being exploited by private 
business, as Professor Lasserre told us in his paper yesterday. But 
this work will yield no rapid result unless it is accompanied by efficient 
technical and financial assistance on the part of co-operative move- 
ments in developed countries. 


H 


Statement by Mr. Georges BOULLY (France) 


'T should like to contribute a few remarks on various trends which 
have already been mentioned and which make possible a new pro- 
„motion of co-operative institutions; not without noting, as others have 
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done, the propensity of the co-operative movement to become expansive 
on its past without trying, perhaps as it should, to look to the future. 


My first remark concerns inter-co-operative relations and I agree 
on this point with the remarks and the suggestions made, in particular, 
by our colleague, Mr. Lacroix, and the representative of the Inter- 
national Labour Office, Mr. Nook, concerning the association of: all 
forms of co-operation with our work. Agricultural co-operation, of 
course, has been mentioned in the very first place. But it is also 
necessary to mention an institution as original as Workers’ Co-operative 
Productive Society, with all it contributes to a possible reform of the 
enterprise, and also the housing co-operatives which fulfil such an 
acute need of our time. It is also necessary to remember all the new 
forms of co-operation our colleague Mr. Thiercelin spoke about vester- 
day, telling us of the recent experiment of the “Centre francais pour 
le développement de la coopération”: the new professional co-operatives 
in the making within the liberal professions, especially those of doctors, 
architects, even lawyers—professions having a specifically individualistic 
character, but in which interest in the co-operative mode of organisation 
is already apparent. It is certain that in the future work of ICRICE, 
we shall benefit by the presence at our side of representatives from 
all those forms of co-operation. 


The second remark I would like to make concerns the necessary 
connections co-operative institutions must have with the university. 
I should like to refer to the indications given to us by Mr. Eronn in 
his so interesting report on the Swedish experiment. Mr. Eronn told 
us of the essential part played by the Swedish co-operative study 
circles. These 3,000 circles, with their 30.000 members are, he says, 
the diffusers of co-operative opinion. Their numbers may be small, 
but their authority is very great. Mr. Eronn told us also. while 
regretting it, that contacts with the university and in particular with 
student circles, were comparatively difficult. Mr. Eronn emphasised— 
and I think this remark is valid for every country—that one must pay 
attention to the gaps in the text-books on political economy in which 
a very small place is reserved for co-operative institutions. when they 
are not completely overlooked. We know of the remarkable efforts 
made by our German and Austrian colleagues in their Universities of 
Vienna, Marburg, Erlangen and Frankfurt, and of the remarkable 
results they have already obtained. 


Other experiments can also be mentioned and especially the modest 
French experiment with the Institute of Co-operative. Studies. Much 
wider relations with the university, represented by professors as well 
as students, are certainly possible. And perhaps we should not be 
as sceptical as Mr. Eronn, nor even as Professor Lasserre, who was 
telling us yesterday: “Students are interested, of course, in the doctrine, 
in co-operative ideologies, but they are much more sensitive to the 
human climate they find within the co-operative organisations they 
are made to visit” This is true but I think, having ascertained the 
fact myself, it is also true that the students are very aware of the 
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battles the co-operative movement could fight—and as matter of fact 
does fight—against more and more dynamic competition. And we can 
also hearten Mr. Eronn by telling him that the interest of our students 
in co-operation is greatly stimulated by the accounts we are giving 
them, no longer of that beautiful Christmas story of Rochdale, but of 
battles waged by the Swedish co-operators; these certainly quicken 
their interest for the institutions we are describing. 


The third and last remark I should like to make bears mostly on 
the necessity for the co-operative movement to get out of itself more 
often. Allow me, to illustrate this remark, to mention the recent and 
modest experiment of the French Institute of Co-operative Studies. 
This Institute, recently created under the impulse chiefly of the National 
Federation of Consumers’ Co-operatives, but formed by the association 
of all the other forms of French co-operation, organised a short time 
ago at the Cultural Centre of Royaumont, whose gardens are admirably 
suited to meditations of this kind, a conference devoted to the reform 
of business enterprise. Professor Lasserre did not talk about it, maybe 
because he was there, but it was he who conceived and inspired this 
conference. For the first time, perhaps, a very wide exchange of ideas 
could take place on this general theme of reform of the enterprise. 
Indeed, this conference brought together the co-operators, of course, 
who organised it, but also men of goodwill, used to finding the solution 
of their problems elsewhere than in co-operation, and before whom, 
probably, new horizons had opened on the possible solution to these 
problems: university teachers—which maintained the connection between 
university and co-operation—workers’ trade union members, young 
employers looking for association or profit-sharing formulas, no doubt 
very different from co-operative solutions, but which could be related 
to them to some extent, and lastly managers of nationalised enterprises 
and of great public services. An extremely useful and honestly 
conducted comparison could therefore take place between various 
solutions fairly close to one another, going beyond co-operative solutions 
on some questions and coming closer on others. Of course, this con- 
ference could not reach a conclusion, but we can count upon the fact 
that it opened up a certain number of vistas on this capital problem 
of the reform of the enterprise and it can be considered as the fore- 
runner of studies to be conducted at different levels, and especially 
on the legal plane. The object in view is to ensure democracy within 
the enterprise, together with economic efficiency, the whole within the 
best possible approach to the common good. Moreover, I think that 
we are here getting closer to the aims of ICRICE. 


Will it be necessary to find a new type of enterprise, implying 
eventually some graftings of co-operation on the present structures of 
liberal economy? This possibility was raised, somewhat in the 
abstract, at the end of that conference. But it is possible for such 
experiments to arrive at very interesting results. In any case, what 
must be remembered mainly, is the interest of this contact between 
co-operators and other men fundamentally very close to co-operative 
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problems and for whom the co-operative solution could well be an 
extremely valuable factor of information and study. 

To conclude, the suggestion I would like to make to ICRICE is 
that it would take responsibility for the collection of information on 
experiments similar to the one conducted by the Institute of Co- 
operative Studies, so that comparison between experiments of this 
nature could be made on the international plane. I think these new 
prospects I allow myself to suggest to ICRICE will lead it towards the 
research- | propose and which represents, moreover, the very theme 
of this Berlin Congress, namely to reconcile economic efficiency with 
the fundamental objective my friend Professor Lambert recalled at the 
opening session: the maintenance of man’s place, but also and above 
all elevation and the ennoblement of the free man in the community. 


Statement by Mr. Paul LAMBERT, 
Director of ICRICE 


I thank Mr. Boully for his suggestion which will be included in the 
agenda of one of the forthcoming meetings of our Council. 


On the other hand, I thank Mr. Dietiker for the useful suggestions 
he addressed to organisers of this Congress. It had not escaped our 
attention that the agenda of this Congress was rather heavy, nor that 
the time allotted to discussions was too short. 


ICRICE is a democracy. It has the advantages of democracy and 
some of its faults. When the organisation and the topic of a forth- 
coming Congress are included in the agenda of one of our international 
Councils, it happens that, to reconcile the suggestions, often very 
diverse, which are made, they are just added to one another. 

In any case | am prepared, in my own name, to defend before our 
Council, the case for a somewhat different organisation of the next 
Congress. 
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REPLY BY MR. BARBIER 


_In no more than the interventions of our friends Lasserre, Watkins, 
Thiercelin, Dietiker and Nook, 1 have noted more than twenty points 
on which I should like to comment, to make suggestions or even put 
forward answers. 

You will understand that, as has been said in higher circles, things 
being what they are, it is not possible for me to undertake this work. 
All that I could do would be to trench upon the valuable time of 
Professor Rittig, whom we all look forward to hearing. 

Thus I shall confine myself to thanking wholeheartedly all those 
who contributed and to thanking you all for your participation and 
your most friendly attention. 


IX. PRESENTATION AND DISCUSSION 
OF THE REPORT OF MR. RITTIG 


PUBLIC ENTERPRISE IN A GROWING ECONOMY 


REPORT SUBMITTED BY PROFESSOR GISBERT RITTIG, 


University of Göttingen 


The question of the position of public enterprises more particularly 
in an expanding economy calls for a preliminary clarification con- 
cerning the justification of the existence of public enterprises and their 
tasks in the economy as a whole. For it cannot be our task merely to 
indicate how public enterprises fit into an expanding economy, as they 
are now there anyway. Little would be gained either if it could be 
shown that they grow in exactly the same way as private undertakings. 
This would not yet throw light on their special significance. However, 
it is precisely in an expanding economy that it needs to be made quite 
clear where the path leads, or rather has to lead. 


In view of the discussion about public economy and public enter- 
prises which—at least in Germany-—has recently become more heated, 
it is recommendable to seek a viewpoint or a fixed point that rises above 
the positions of both sides, neither of which is entirely free from ideo- 
logy. And however greatly the spirit of social responsibility and 
enthusiasm for activity in public enterprises have a high human and 
social value’ of their own, especially in a period which is so chre- 
matistically minded as ours, it is nevertheless advisable to seek a point 
of view which is entirely free from ideology, sober and—so to speak— 
free from preconceived values, as far as possible. To achieve this, 
one needs to get away from the idea that something is not necessarily 
better just because it bears the label of “public and co-operative 
economy”. The decisive factor is that one should be quite clear as 
to when an attitude is really typical of public and co-operative economy. 


It would be a good thing, moreover, to find a point of attachment, 
a high-level goal which both parties—-the private and the public 
sectors—can accept. If both parties are striving to attain basically 
the same goal, a great deal of polarised opposition and talking at cross 
purposes is already eliminated and the ground is cleared for an 
intelligent discussion. | 
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This common point of view must be arrived at actually, logically 
and factually, even if it is difficult to grasp it precisely and always to 
bear it in mind. In a social economy, no one can work successfully 
unless he provides contributions to it which have a value for the 
members thereof. 


It would-therefore be utterly wrong not to admit trarikly “hat the 
private profit-motivated | sector,.just like -enterprises directly social in 
orientation, is precisely obliged to serve the interests of the members 


of this social economy in one way or another. Otherwise, it simply 
cannot exist. 


The common good, the common interest, is nothing: more nor less 
than the sum of the admittedly differentiated and divergent interests 
of the members of the social economy. (This is not an individualistic 
evaluation. Even if the members of society are inclined to have non- 
individualistic wishes, the “common good” is nevertheless not to be 
defined otherwise.) 


We should recall that the members of the English classical school 
already espoused the principle of the profit-motivated economy, although 
not simply for itself. They esteemed it highly because they were of 
the -opinion (certainly erroneous or over-optimistic) that in an imper- 
ceptible way a maximum of satisfaction of social requirements and/or 
a maximum social product is attained under a profit-motivated economy. 
We are aware however that from then onwards, up to the present day, 
there has been an uninterrupted series of criticisms—and rightly so. 
But they too had in mind the. common good, and satisfactions of 
requirements were, as always, also attained—as is Bëss ES 
enterprises, often with resounding success. 


It follows that basically it is a question of. one And the same high- 
level goal, and not of two different aims. This means moreover that 
in the discussion on public enterprises, it can only be a question of 
the extent to which the common goal is and can be better or worse 
served by various attitudes. , 


We are certainly aware of the problems arising out of the use of 
such terms as common good, community’ interest, public interest, 
welfare, etc. But they have to remain as goals, even if, owing to a 
great many immeasurable factors, we can make only falfering progress 
fowards them. We cannot do without such a high-level goal, because 
otherwise we have absolutely nothing which can serve as an approxim- 
ate landmark. It is customary to measure the growth of a national 
economy by the growth of the social product and to accept a 
maximisation of the national product as an objective of economic 
policy... The criticisms of the idea of the maximum social product, 
which have been put forward repeatedly and with special vehemence 
by our colleague Gerhard Weisser, certainly have to De taken into 
account. It is therefore more advisable to speak of maximisation of 
satisfaction of requirements. As however the criticisms of the idea that 
it would be possible to measure utility and to compare it on an inter- 
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personal basis are also decisive, there remains no other course but to 
leave it to the consumers, by means of the greatest possible consumer 
sovereignty, to maximise their utilities. The fact that this may once 
again lead to unsatisfactory results, until such time as a satisfactory 
distrıbution of income and of property has been hit upon, can only be 
remedied by an effective property policy (abolition of the discrepancies 
between income from property and labour in the direction of a pro- - 
portionality between the two forms of income). All this nevertheless 
permits one to hope that a maximum theory of an economic situation 
which is freely guided by the consumers (by consumers, moreover, who 
dispose to an increasing extent of more equitable earned incomes) and 
which attains or moves towards the total theoretical equilibrium and in 
so doing takes into account all the production economy rules for the 
rational application of the production factors, can be regarded—not 
only from the purely economic point of view, but also to a certain 
extent from the welfare economy point of view—as being compulsory 
and the best possible. 


Ever since the time of the classical economists, the private market 
economy has been hoping to arrive at this ideal state by means of 
competition. Despite many successes in growth, it is a well-known fact 
that this goal has not yet been reached, nor even the condition which 
has not yet been corrected by all the criticisms referred to above. In 
a fairly stationary economy, this goal is not attained, and it is still 
further from attainment in an economy which, to judge from the social 
product, is expanding, however er a stimulus competition may be 
to growth. 


There is therefore no lack of tasks aimed at attaining more pre- 
cisely the goal. One may wonder whether public enterprises can now 
contribute something to this achievement. 


I. 


Public enterprises have a number of well-known tasks where they 
are used as instruments of economic policy (cyclical policy, regional 
policy, location policy, employment policy) with respect to which it is 
at least possible to discuss whether other instruments can perform them 
equally well or better. There is a difference between these tasks and 
that of bringing the price system closer to complete equilibrium with 
the help of public enterprises.. We believe that experience shows that 
no other instrument of economic policy performs or can perform these 
tasks satisfactorily. If we take as a premise—and this is certainly not 
incorrect—the increasing concentration (and hence increasing oligo- 
polisation or monopolisation) ol the market structures—a tendency 
which certainly has ifs economic justification to a large extent in the 
increase in the size of enterprises—and the impossibility for a pro- 
gressive economic policy to change and to wish to change anything 
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directly in these structures, then we are bound to accord less and less 
chances to the exercise of direct influence on price policy by monopoly 
and cartel authorities. This trend is further accentuated in a type 
of economy which has little inclination to take such harsh, “dirigistic” 
measures as would be necessary. They would in fact represent far- 
reaching interventions in the internal situation of the enterprises. 


Therefore a public enterprise on which an attitude in respect of 
price policy based on costs—-an attitude which leads simultaneously 
towards the price of the maximum total equilibrium—here acquires 
an absolutely irreplaceable significance. 


It would indeed have to be regarded even by the economic policy 
which is most in line with the market, as it operates via the price 
mechanism without direct intervention in other enterprises and in the 
direction of the balanced competitive price which in theory is also 
aimed at by followers of the market economy. 


This is certainly a deviation from the principle of scarcity prices, 
which indeed—with all its unpleasant aspects—has a deep economic 
and rational significance. For it is expected that the public enter- 
prise will adopt other prices than those resulting from the given 
market situation. However, in monopolistic and oligopolistic situations, 
the given market position is a manipulated one and the prices resulting 
from it are not those which indicate the genuine scarcity (reflecting the 
tension between the given quantities of production factors and the 
purchasing-power demand). A problem arises solely due to the fact 
that these collective-economy prices charged by public undertakings, 
which are nearer to the price of total equilibrium, attract a greater 
demand than can be immediately satisfied with existing capacity. 
In order to be able to function, such an approach will therefore need 
to be accompanied by a readiness for expansion. This need not 
mean that a public enterprise which progresses in this way will attract 
all demand for a given merchandise from its competitors to itself, for 
the former will be bound to struggle to expand their market position 
and their shares of the market. In our view, this may possibly not 
result in an enlargement of the market share of the public enterprise, 
despite its expansion, but in any case an expansion process is started 
up which pushes back the limits on production established by mono- 
polistic attitudes; which means that not only the public enterprise but 
the entire branch begins to move in the direction of “utility economy” 
activity. 

A few characteristics of this situation are to be stressed, or at 
least not to be overlooked: in theory, one public enterprise would be 
necessary in each branch which has a non-competitive market structure; 
its share in the market needs to have a minimum size which is suitable 
for influencing the views of others. As a rule, a market share which 
is slightly above the limit of negligibility is sufficient. It is not 
absolute size, but the persistence of the approach and the will for 
expansion which play a decisive role in systematic success. l 


MR. RITTIGS REPORT 353 


The will to expand must have possibilities of implementation, and 
this requires financing. It is obvious that the necessary approach with 
respect to prices affords little or no possibility of self-financing, or in 
any case a relatively limited possibility thereof. In order to make the 
instrument work, other financing methods are necessary, either from 
taxation or by means of loans. It will be possible to put forward the 
view that a public enterprise which does not expand in this situation 
is not discharging its responsibilities to the economy as a whole, 


It is no argument (or rather, the most stupid argument) to claim 
that the market share of public enterprises in a given branch is too 
small in a concrete national economy, e.g. the Federal Republic of 
Germany, to achieve appreciable price policy effects and that therefore 
nothing would be lost by denationalisation. In view of the fact that 
experience shows that there is no other effective instrument for the 
system-forming goal, it is simply wrong, from the point of view of 
the national economy, not to bring the market share of the public 
enterprises up to the size required by the system. 


The compatibility with the market-economy system is considerable. 
As it is solely a question of the creation of.an effective influential 
dimension, the extension of the public economy is precisely fixed and 
limited on this point, and there can be no question of “socialisation”. 
The possible influence is confined to price and market relations. The 
public enterprise as an instrument of price policy has a singular impor- 
tance which cannot be replaced by other equally good instruments. 
By comparison with it, price policy interventions in private enterprise 
would indeed take on a decidedly dirigistic and bureaucratic hue. In 
this case, however, it is a matter of indications which the owner 
conveys to his own managers, who for their part have to take them 
into account within the enterprise. 


The significance of this first.case from the point of view of growth 
policy can hardly be called in question. The reinforced tendency 
towards total equilibrium is of importance for maximisation. The 
amounts produced at the lower price are in this case certainly larger 
and exert a fruitful effect on real expansions in the subsequent stages. 


The diminished self-financing effect (in the case of both public and 
private enterprises) is no reason for a diminution in real growth. The 
parallel reduction in cost to the customers who purchase the cheaper 
product will certainly not exert a growth-limiting effect. The over-all 
saving in cost will lead to an increase in the general amount of savings. 
Certain reductions in investment expansions in individual cases, which 
have hitherto been carried out here and there as a result of excessive 
self-financing effects conditioned by the market, will henceforth be 
applied less brusquely. From the point of view of the over-all national 
economy, this need be no cause for regret, especially in cases where 
technical progress, which was introduced all too rapidly, proved to be 
highly profitable from the point of view of the private economy but is 
to be judged less favourably from that of the national economy. 
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IE. 


The second case of significance in growth policy, despite certain 
similarities, has to be clearly distinguihed from case I above. This is 
the question of the level of prices applied by public enterprises. This 
case is to be regarded separately from the phenomenon of competition. 
It occurs in a pure form when the public economy is more or less the 
sole supplier or exercises definite price leadership (the electricity 
industry, supply undertakings). Here as elsewhere, monopoly prices 
achieved by restricting production to the level at which profit is greatest 
are by definition impossible. However, the alternative to this is not 
necessarily the lowest prices—i.e. cost prices. They may also be 
scarcity prices the amount of which is determined by the available 
supply and demand. Even scarcity prices have an economic and 
rational significance, in the private profit-motivated economy as well, 
as profit-maximising marginal costs in a state of disequilibrium, at 
least under competitive conditions. They ensure a proper application 
of the production factors. It is therefore highly advisable to ask 
whether a deviation by such scarcity prices in the downward direction 
(i.e. towards the average costs) is to be evaluated positively from the 
point of view of the over-all economy, and especially whether it is 
advantageous for a growth economy. Two dangers loom on the 
horizon here: although a cheaper supply of commodities or energy has 
certain advantages for the consumers from the standpoint of expansion, 
it may however contribute to an increase in their profits, if this 
cheapening is not passed on. Moreover, such a cheapening leads to 
an extension of demand, for the satisfaction of which production factors 
have to be shifted from other more flexible applications. 


The passing-on of the advantage can once again only be solved 
satisfactorily in connection with case I above. A more difficult question 
to answer is that of the shift in application of the production factors. 
The scarcity prices in condition of disequilibrium are identical with 
profit-maximising prices, just as though the public enterprise were 
subjected to the pressure of competition. Even in the competitive 
situation, it is expected that the enterprise will use these profits for 
enlarging the installations. However, the absolute amount of the profit 
is not the determining factor for the proper extension of the instal- 
lations, as this profit varies in an amount depending upon the elasticity 
of demand. The size of the investments therefore has to be ascertained 
from other criteria, which lead to an optimum combination of the 
production factors and to a size of installations which permits pro- 
duction under the optimum operating conditions. Hence, for the 
determination of the proper size of installations, there is hardly any 
need for a profit maximisation by means of prices according to mar- 
ginal costs. 


Only in the case of a temporary and momentary position of dis- 
equilibrium can reference be meaningfully made to the “proper applica- 
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tion of production factors in accordance with their most profitable 
contribution to the social product”. In the case of the development 
towards equilibrium, one can hardly speak of an incorrect application 
of production factors, if they are used for an extension of the plant 
which renders possible production in optimum operating conditions. 


This can be illustrated by the following example: if all enterprises 
had to rely solely on self-financing from profits, the investments would 
correspond exactly to these profits, as occurs in the case of financing 
via prices. This would by no means result in an optimum situation, 
as the self-financing profits, if for example the size of the installations 
were to be uniformly 10 per cent. too small everywhere, yield quite 
different absolute sizes, depending upon the elasticity of demand. 


To sum úp, it may be said that a tendency to set prices in terms 
of cost on the part of public enterprises which dominate a market to 
some extent monopolistically cannot be interpreted as poor management 
of production factors. It may however be interpreted as growth- 
encouraging, since the forced attempt to attain a situation in which 
production will occur in optimum operating conditions and in which 
output corresponds to demand, means that this demand will he satisfied 
with the lowest possible real costs. 


II. 


' There remains a third case to be described which rests upon fairly 
recent theoretical, considerations. and which, on over-all national eco- 
nomic grounds, again points to the necessity for an attitude which 
cannot be expected from private enterprises. The theoretical survey 
is somewhat difficult and unfamiliar, although its results lead to an 
alliance with phenomena which have long been known to us. In the 
location policy, in the protective tariff policy, in so far as it relates to 
the “educational” tariffs as advocated by Friedrich List, in all forms 
of development policy by means of canals, roads, communications, it 
was always—-consciously or unconsciously—the national economy profit 
ratio, as distinct from the private-economy profit ratio, which was used. 
In the other theories and policies, on the other hand, the private- 
economy profit ratio is always used, on the correct assumption that it 
is in equilibrium—at least in theory—with the national-economy profit 
ratio,- if one is- willing to leave out of account the paenomena of 
social cost and similar considerations. 


Whereas in the cases referred: to first of all, it was a question of, 
so to ‘speak, macro-economic thinking (for example, the cost of building 
a canal was lumped together with the consequently increasing earnings 
of all branches of the economy which were positively influenced thereby 
into an integrated over-all account), in other fields, e.g. in the case 
of net capital formation and net investment in an expanding economy, 
one proceeds in accordance with the marginal principle and at the 
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micro-economic level. Taking the equilibrium theory as a basis, con- 
Sideration was given to changes at infinitely small intervals, in 
accordance with the marginal principle. 


Doubts are increasingly being expressed as to whether this is the 
proper approach for typical conditions of disequilibrium and for the 
transition from one equilibrium to another. 


Applied to a practical and typical case of expanding economy, the 
question is then the following: let us take the case.in which the 
economy grows exclusively by increase of the production factor capital, 
with other production factors, in particular labour, remain constant. 
Each increase in the production factor capital with unchanging pro- 
duction factor labour diminishes the scarcity of capital and adds to 
that of labour, and hence the relative prices of both are bound to 
undergo a change. A portion of the growth in the social product 
resulting from the increase in the production factor capital will always 
be absorbed by increases in ‘real wages, as Wicksell has already 
observed (Wicksell effect). Even if these wage increases in‘ fact occur 
only after the capital formation, the entrepreneurs will not allow them- 
selves to be taken by surprise by these increases, but they will anticipate 
them in their investment decisions. (If they did not do so, they would 
suffer losses, and the newly formed capital could not be reproduced.) 
The entrepreneurs will thus reckon with a lower profit ratio (e lower 
than it would be if wages remained constant. In the case of the 
macro-economic approach, however, the assumption of constant wages 
cannot be maintained.) They will determine their investments in 
accordance with the lower profit ratio. The national economy profit 
ratio is however higher, as it includes the increase in real wages 
brought about by the enlargement of the production factor capital, as 
well as the entire growth in the net social product resulting from the 
capital formation (investment). If those in receipt of capital and 
wages were to be one person, or if assets were to be distributed in 
accordance with wages,. then the national-economy profit ratio would 
certainly be taken as a guide when reaching investment decisions. 
This is not to be expected of enterprises reacting to a market economy. 
In a market-economy system, the savings and investment volume is 
therefore sub-optimal. The more unequal the distribution ‚of assets, 
the more flagrant are the discrepancies. On the other hand, public 
enterprises could be guided by the national economy profit ratio (i.e. 
the ratio of the growth of that social product to that of capital forma- 
tion), and such an optimalisation would be defensible even if the 
funds for it were to be provided by subsidies from general tax revenue, 
as indeed the community, i.e. the general welfare, would also derive 
benefit from a growth in the social product. The subsidy would have 
to be provided until total equilibrium had been reached. 
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COMPLEMENTARY REPORT BY MR. VENIERO AJMONE MARSAN, 


Director of the LRI. Research Department, Rome 


Professor Rittig’s report—of which I have unfortunately only been 
able to examine a condensed version—offers a clear and thorough 
analysis of the subject under discussion today. Not the least of its 
merits is to be found in the particularly stimulating methodological 
approach the author has chosen, which offers the most suitable starting- 
point for the few remarks I have to make. 


Any student of publicly owned undertakings in general will sooner 
or later, directly or indirectly, come up against the question of their 
raison d’étre—the question of why there should be publicly owned 
undertakings at all. Professor Rittig has examined this question in 
his report and offers an answer framed as a strict function of the 
context of economic growth with which we are concerned here. In my 
opinion the problem can best be put by transposing the terms of the 
main theological controversies of the sixtenth century: public under- 
takings must be justified, not merely by faith, but also by their works. 


The need for publicly owned undertakings and their inherent 
appropriateness cannot be considered as a priori assumptions but as 
realities subject to continuous a posteriori appraisal in the light of 
the requirements and dictates of economic development in the country 
concerned and the extent to.which publicly owned undertakings are 
able to meet those requirements. 


I am fully in agreement with what Professor Rittig has said on 
this subject. I should point out, too, that these considerations have not 
yet won general acceptance inasmuch as they are linked with con- 
temporary economic thought—also in the throes of evolution—the main 
theme of which is the problem of growth, particularly in conditions of 
economic underdevelopment. 


In my opinion it is precisely the problems of economic development 
which are gradually weakening the position of those who consider 
publicly owned undertakings to be of a different nature and generic- 
ally superior (or inferior) to privately owned undertakings and that 
undertakings of the two types cannot be compared or allowed to 
coexist or compete with one another. If one accepts this standpoint 
one is faced with a problem of economic policy which is ultimately 
settled on the basis of purely political considerations, namely that of 
whether to expand or retrench the sector made over, for better or 
worse, to public enterprise. The fact that this approach today seems 
outdated in several respects is certainly not due to any disappointment 
with the achievements of public enterprise or scepticism regarding its 
future. On the contrary, we are today becoming aware of new problems 
of economic growth which offer public enterprise an even more important 
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role and brighter prospects than it has had at any time in the past. 
I think that Italy’s experience in this field has been extremely signi- 
ficant, as I am convinced that it is not by chance that on the basis of 
that experience considerable progress has been made in the theoretical 
analysis of public enterprise, in particular by Professor Saraceno, 
whose work is certainly: known to everyone here. 


One can no longer confine oneself, in the context of a developing 
economy, to discussing whether a particular branch of activity should 
be made the exclusive domain of public or private enterprise, as the 
branch in question is frequently embryonic. In most cases the real 
problem is one of building up from scratch an industrial structure in 
particular sectors or regions and of making use of all available factors 
to achieve that end. 


In the framework of policies of economic development—which 
generally imply the existence of a plan-—public enterprise can no longer 
be confined to its traditional field of public services; it will tend more 
and more to overflow into the manufacturing ‘sector. This is a per- 
fectly logical course of events, as the development of a backward 
economy necessarily involves the completion of the phase of establish- 
ment of an infrastructure and moving on to the launching of a process 
of industrial investment. We all know that pricate enterprise cannot 
launch this process unaided; consequently, public enterprise must of 
necessity extend its activity into fields other than that of SEH 
services, which by tradition fall within its purview. . 


In this connection, it is sometimes alleged that public enterprise is 
“replacing” private enterprise. The term is liable to give rise to 
misunderstandings, Strictly speaking, the process is not one of “repla- 
cement”, as the process involves not nationalisation (i.e. the transfer 
of existing activities from private to public ownership) but rather the 
development of completely new activities with a view to speeding up 
industrial development in general as much as possible. It might 
perhaps be better to speak of “integration”; but this term lays stress 
on the amalgamative rather than the fundamentally dynamic aspects of 
active promotion of economic development—which in this context is 
the fundamental aim of public enterprise. 


Thus in the .context of a development policy public enterprise will 
be mainly active in the manufacturing sectors. It has to launch large 
numbers of new industrial projects of a nature to ensure market 
growth within the framework of the objectives laid down by those 
responsible for determining general economic policy. It must therefore 
accept the postulate of cOmpetitive coexistence with private enterprise 
in which there can be no sphere of influence laid down in advance 
(or, a fortiori, of assured: stability). This seems even ‘more obvious if 
one bears in mind the fact that the industrial development of a country 
which desires to take full advantage of the tremendous. opportunities 
offered by technical progress: must be based primarily on the deve- 
lopment of foreign trade and even entail: more advanced forms of 
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international co-operation such as the establishment of common markets 
by several countries in association. 


In such a context it is clear that the fundamental objective will in 
no case be the promotion of maximum growth of the public sector of 
industry as such (this is the kind of motivation one would rather 
attribute to private industry). The objective must clearly be the deve- 
lopment of industry as a whole. Here again, I agree with what 
Professor Rittig has said in his report. 


. A publicly owned undertaking of this kind must necessarily have 
freedom: comparable to that of private undertakings—and be bound by 
similar imperatives—in its-operation. This follows directly from the 
principles we have laid down so far. For only by placing public and 
private undertakings on equal terms from the operating standpoint can 
one ensure competition of a nature to offer, both incentives to achieve 
maximum efficiency and to enable both to achieve maximum growth 
on the international Pe, on which, as I said earlier, modern industry 
operates. 

Any compromise measure placing the two on unequal terms (other 
than the allocation to public undertakings of financial resources in 
proportion to the social charges and burdens they are required to bear 
in the furtherance of the objectives of government policy, provided 
that the funds are made available in advance) will inevitably have an 
adverse effect on the spirit of initiative and progress in public under- 
takings, if only because the best managers will go elsewhere. 


In addition, where the two groups.are operating on equal terms in a 
competitive market, efficient management offers the possibility of 
measuring .the extent .to which each undertaking is achieving its 
objectives by its revenue; this approach offers at the same time an 
incentive to all public undertakings to strive continually to improve 
their performance. 


One of the main consequences. of. this approach is that it offers 
public undertakings opportunities of obtaining finance independently, 
as they can seek it in the market instead of being dependent on the 
state budget.. 


Experience in Italy and iiei countries suggests that once this has 
been achieved joint-stock companies can then be allowed to develop 
within: the public sector of industry. This step offers possibilities of 
financing of considerable interest to individual undertakings; in 
addition, it facilitates the development of ‘public “groups” consisting 
of a number of undertakings operating under unified control in a 
number of different sectors alongside: privately owned undertakings, 
and enjoying the.same advantagés with regard ‘to the possibility of 
obtaining finance and flexibility to mn ES new fields of activity and 
new markets. 

_ It is of some interest to note that public enterprise can in this way ` 
help to broaden and consolidate the money market, for its very 
existence stimulates interest in investment in stocks and ‘shares, to the 
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benefit of all undertakings—both public and private—which seek to 
raise money in the market, 


Moreover, if the publicly owned sector of industry can obtain the 
finance it needs from the market, budget resources can be diverted to a 
number of other fields which are urgently and vitally necessary to the 
furtherance of development policies (such as education and infra- 
structural development). 


I do not think that there is any need to stress here the dangers: to 
which indiscriminate state financial aid could give rise; it would not 
only involve the misuse of large amounts of public money but would 
also eventually stifle all creative ideas in publicly owned undertakings. 


Experience in Italy has shown that the establishment of joint-stock 
‘companies in the public sector of industry permits public undertakings 
to serve as instruments of effective action designed to raise the 
standards of behaviour of all undertakings in the market. 


I now turn to the problem—which is always present in a growing 
economy—of acquiring skilled workers and qualified managers in 
sufficient numbers to meet the needs of a rapidly expanding industry 
and to the need to ensure an inherent capacity to make technical 
progress sufficient to maintain productivity at competitive levels 
throughout the entire industrial system. 


Public enterprise is in.a position to organise itself so as to be 
able to intervene systematically, and with long-term objectives in view, 
in the fields of scientific research and management development; in this 
task it can secure the assistance of private undertakings. Whatever the 
public sector can do in this field will help to improve the supply of 
managerial staff at all levels—and not only in the public sector—to 
improve the general level of qualifications and open a wider field for 
new technical and organisational developments. Concrete achievements 
of this kind are to be found in Italy, mainly as a result of the steps 
taken by the publicly owned industrial groups covering a number of 
different sectors to which I referred earlier. 


I have tried briefly to outline the new tasks incumbent on E 
owned undertakings in developing economies and the ways in which 
they must set about fulfilling them. I must emphasise once again that 
these tasks are essentially dynamic and directed towards the formation 
of what.one might describe as “useful” capital in the different sectors 
and regions; they involve looking into the future to foresee economic 
trends and structures in order to prevent the formation of bottlenecks 
in the process of development or to clear them as soon as they appear. 
The primary considerations in the choice of means of achieving these 
objectives are efficiency and profitability in an open market; conditions 
are thus created conducive to the smooth development of the market 
in line with the general objectives of economic policy. 

One more question and the most important of all. Who is ultimately 
to decide in what directions public enterprise must develop in a growing 
economy?. This is obviously a responsibility of the central government. 
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As a result there is a tendency, in an increasing number of countries, 
to slot public enterprise into development plans which, inter alia, lay 
down the objectives of the public sector and prevent it from expanding 
haphazardly. 


In conclusion, I must emphasise that public enterprise is an essen- 
tial instrument for the achievement of the objectives of development 
plans. No policy of incentive to private industry can by itself give 
rise to all the investment decisions necessary for the achievement of a 
plan within the necessary time-limits and on a sound economic basis; 
experience in Italy offers ample proof of this. From this standpoint 
public enterprise is vital to the success of any development policy. 
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DISCUSSION OF THE REPORT OF MR. RITTIG 


Statement by Mr. Karl KUHNE (Federal Republic of Germany) 


I have to say to yesterday’s contributions that maybe the handling 
of the “oligopol” problems, which has been mentioned here, will 
need some supplementary remarks. The report of Mr. Thiemeyer for 
instance states that the price-elasticity is not to be used as a criterion. 
I think, however, that the problems of the price rigidity are so significant 
that the “oligopol” as a phenomenon cannot be regarded .quite as 
positively as it was hinted in Professor Weisser’s speech. 


The reports of today constitute the transition between the problems 
of the economy as a whole and those of industrial economics—the. latter 
have perhaps come off badly, anyway. One of the conditions for 
equality, which Mr. Marsan has pointed out here, is the possibility 
of public economy and public enterprise to participate in the growth. 
That is, mainly, that it must not be restricted to fields which show 
only little growth or even symptoms of regression. In other words: 
the question of expansion, the question of subsidiary enterprises, which 
has already been mentioned, is of essential importance. In this con- 
nection, a whole complex of problems concerning industrial economics, 
deserves to be discussed more thoroughly, i.e. the questions of financing 
also in connection with the situation of depreciation. I should like 
to mention this especially for the scientific commission, as a stimulation, 
as it were. Public enterprise shows a great number of specialities, 
resulting from the very fact that it concentrates on certain fields, which 
more often than not have to do with the unusual long durability of the 
installations, and which produce very peculiar difficulties for evaluation. 
It may be mentioned that the finance-scientific (the “kameralistische”, 
as the Germans say) way of thinking, or the method of the “dépenses 
réelles”, as the French say, which is haunting some public enterprises 
still today in one way or another, has, in many respects, had its merits. 


‚The idea of replacement, which has occurred in public economy, 
has in many respects anticipated the idea to write off according to the 
costs of the replacement, an idea which has been realised very tardily 
by private economy, anyway. One could perhaps even exaggerate 
and say that public economy has actually been the only field, in which 
the prior conditions or the consequences have shown up, which are 
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always expected to show up in complete competition. They have shown 
up, where public economy had the purpose not to make profits. It will 
eventually, in the long run, exist without any profits. The profit is to 
be a residual quantity, anyway, and actually an indication of the 
exceptional fact that complete competition once does not work, for a 
change. It is a paradox that perhaps the public economy has been 
the only economic field in which such a result has ever been effectuated 
for a longer period of time. 


The basic problem, however, today is, the following question: today, 
the question of making profit or not, is not essential any more. It is 
essential that, in the psychology of the public, the public economy is 
widely confounded with deficit economy. Concerning this problem, 
here are two aspects: it may be the case that, as for political economy, 
deficits as part of a growing economy are nothing less than desirable. 
The French theory of the “péage”, is for example, the way Allais 
advocates it, calling for deficit in the state-owned communication 
services (railways, for example), which work with growing profits. 
This, however, raises a great psychological problem: how can the 
scientific thoughts, underlying all this, be attended to in the publicity? 
Secondly: in those places, where in the public economy deficits are 
produced more often than not, it is frequently the case that they can 
be accounted for as resulting from special ways of accountancy, also 
from choosing some particular methods of writing off. Here I should 
like to say something about the writing off of interests. I shall dis- 
pense with it, however, because it would lead us too far, resulting from 
the fact, that in the scope of the accountancy of public enterprises there 
are different aspects to be considered, effecting results different from 
those in private enterprise. And I should like to state that, if the 
identity of the accountancy would be entirely guaranteed, the deficit 
showing up from the outside for example, of the German railways, 
would be much less than it appears. I think, however, that the question 
of methodising the accountancy is important and essential. 


Before I come to an end I should like to stress briefly a relation 
referring to these questions of economic growth. It is a fact that the 
means of writing off are always larger than the organisation of 
reserve investments or replacement investment demand, especially if 
you consider them as an element of financing in a growing enterprise 
entering a growing line of business. And vice versa the gained means 
for the writing off in enterprises being exposed to regression, often 
do not suffice—normally calculated—to cover even the necessary 
reserve investments. And therefore it is so calamitous that public 
enterprises frequently—I am thinking here, again, of the German rail- 
ways—after putting up all hinds of emergency programmes, are doomed 
to rely more or less on their self-financing or even on the money 
market. I think that these problems, which I have touched upon here, 
will be terribly important for the further work of our Scientific Com- 
mission. 
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Statement by Mr. Arthur LERMER (Canada) 


1 believe that the problem under discussion is perhaps of the highest 
significance to general philosophy and prime purposes of ICRICE. 


It. is this particular area, the area of public enterprises versus 
private—and unfortunately the term “versus” is often realistic, although 
it should not be so—it is in this area where the greatest confusion and 
the greatest difficulties exist, for it is always somehow related, on 
the one hand to the given political and sociological pattern, and on 
the other to certain deeply engrained traditional attitudes, which our 
society has inherited, and still is to a very great extent, dedicated to. 


Thus, it seems to me, that if ICRICE could, in an international scope, 
initiate a profound, an exhaustive project of research in the area of 
relationships between public enterprises on various levels (in different 
institutional forms) and that of private firms in the democratic market 
economy, it would be of prime importance, if only for the purpose of 
reducing the margin of biases that come into conflict with the purpose 
and with the principle of maximisation of economic endeavour. 


It seems to me further that, while it is extremely difficult to draw 
the line of demarcation between the area of operation of public and 
private enterprises simply because it depends on the degree of economic 
development of the given country and so many other socio-political 
factors, nevertheless, an endeavour to at least attempt to formulate 
lines of demarcation from a non-biased economic point of view should 
be undertaken. Here, an international effort would be desirable. There 
is no doubt, that there are differences of attitudes towards this problem 
in Western Europe, in Central Europe and, say, in North America, in 
fact in South America. In South America, private enterprise often, 
even in city transportation as in Buenos Aires, competes very success- 
fully with the communal enterprises. It is different in North America 
but there are other aspects which I should like to emphasise, and namely 
that, whereas in Western and Central Europe, particularly in the latter, 
the discussion about these problems is already on the level beyond the 
questioning of the infrastructure and public services; these are accepted. 


We are facing a different situation in North America. There, we 
have yet to reach that level. The political attitudé can indeed jeopar- 
dize and can very often come in conflict with the economic. I should 
give you one example, and shall try to finish within the prescribed time. 
It is interesting for example that we, in Canada, had to, for many 
obvious economic reasons, -emphasise very strongly the role of public 
enterprises and public financing. There has been for instance one 
area, that of air-transportation, for example, where the. former well- 
known “Trans-Canada Airlines’, and now “Air-Canada”, has, under 
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very difficult conditions, built its structure and achieves indeed impres= 
sive results. Nevertheless when a change of government has taken 
place, the new Government, in 1958, decided to provide a competing 
line with a licence: the CPA, the “Canadian Pacific Airlines”, as a 
result of which both airlines suffer from serious deficits; the political 
intervention obviously came in conflict with the economic raison d’être. 


There are so many reasons for which public enterprise is with us 
to stay. We should give up this apologetic attitude. Many of the 
people who look on objectively at this problem seem, when confronted 
by the press or confronted by biased opponents, to emphasise that 
public enterprise is important where private enterprise cannot make a 
profit. I do not think that this can be the only criteria, atlhough it is 
an important one. ICRICE should indeed try to supplement the wide 
range of investigations done in the area of analysis, of the private 
sector (the whole political economy is based on private firms), by an 
intensive research activity in order to formulate basic principles of the 
behaviour of public firms. As the subsequent step I can visualise 
pertinent studies dealing with the relationships between the two sectors 
(private and public). Thereby ICRICE would fill a void that looms over 
our so-called “mixed economy” a euphemy with very little theoretical 
support. 


Statement by Mr. Jacques CHEVRIER (France) 


Referring to certain discerning remarks made by Mr. Marsan, I 
should like to add some explanations fo the last part of my report. 
It did, in fact, provoke some remarks, especially from Mr. Spinetta, 
on the role of the Development Plan in France, indicating that I had 
not made myself perfectly clear. 


My idea was not to challenge the compulsory character of the 
Plan and reduce it to a purely indicative role. Faith in the plan, in 
its integral conception and in respect for it is deeply rooted in the 
mind of all French public enterprises and notably Electricité de France, 
which, a few years back, deprived itself of a Deputy-Director General 
in order to give a General Commissioner to the Plan. Quite on the 
contrary, what appears to me regrettable was the way the Plan was 
defended and-its indicative character which appears to result from 
some special intervention of the public authorities at the level of its 
execution. 

I had prepared two examples but the time allowed will not permit 
me to develop them completely. I ask you to trust me. 

The first concerns the nuclear programme for the next few years. 
The Plan defined it for the next five years. Now, it is already certain 
that not only the financing conditions will not allow it to be completed, 
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but that a delay of more than 50 per cent. in its realisation can be 
foreseen, from the earliest years. 


The second example may even be more far-reaching. It concerns 
the electricity supply system. It is obvious that in the E.D.F. budget, 
the sum public authorities allot each year to expenditures on the supply 
system will not, in the next few years, enable distribution to be carried 
on in the conditions fixed broadly by the Plan. 


On the whole, I cannot but regret that some government services 
whose technical ability and devotion to the public welfare are other- 
wise unanimously acknowledged, should consider the Plan as indicative. 
It is a matter of challenging the right of public authorities representing 
the State in its entirety to determine in a sovereign manner the future 
development of the nation or even to divide it up between the different 
economic and social sectors, since, as everyone knows, to govern is to 
foresee. 


I affirm therefore, not only the right, but also the obligation of the 
public authorities to fix ne varietur the planning of E.D.F., to specify 
the objectives it should reach and also the deviations it should avoid, 
as Mr. Marsan mentioned. 


Public authorities thus take decisions on some development object- 
ives, on the basis of a forked estimation of the rate of growth. They 
approve also, at least tacitly, of a certain parallelism in economic and 
welfare development as compared with some other more advanced 
countries. If they do not intend to respect this parallelism, if they wish 
for example that the level of the electricity development rise more 
slowly in France than in Federal Germany or Great Britain—l am 
taking two countries with two different economic regimes—it should be 
stated. But as from the moment the public authorities have taken a 
decision on the objectives of growth and on the general purpose of a 
public enterprise in charge of an economic sector, I think that it will 
be universally regretted that interventions at the level of execution call 
these directives in question once more. 


To conclude, a public enterprise must not pretend in any way to 
pose as a judge of the common interest. It does not aim at a techno- 
cratic corporative autonomy. It does not wish for the liberty to choose 
its direction: this is essentially a state prerogative. But it does desire 
a framework of means which, taking into account the economic context, 
are not in contradiction with planning directives. It does wish for the- 
liberty to carry out decisions, within the limit of its responsibilities so 
that the Plan, imperative as such, will not become a strait-waistcoat 
in its execution. Thus, the public enterprise does not lose sight of the 
fact that it is but a means, and not an end, at the service of man, 
but that man is personalised for it, not only by today’s user, but also 
by tomorrow’s user, who, when all is said and done, is only the son 
of today’s citizen. 
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Statement by Mr. Gehrard WEISSER (Federal Republic of Germany) 


Mr. Kühne has not fully understood the point I was making; I did 
indeed speak of the champions of oligopoly but I did not espouse their 
cause. 


Secondly, my friend, Mr. Rittig, has warned us of the dangers of 
throwing the entire theory of international economy overboard. Let 
me reassure him at once: nobody in this hall would do such a thing. 
What I would like to see happen in our midst is something rather 
similar to what has happened to the classical theory of mechanics in 
the field of physics—which, although it no longer holds pride of place, 
is still of value in and sufficient for certain fields; for other fields, 
however, it is insufficient. 


One of the delegates present here said to me during a conversation 
that he was more interested in factual statistics than I; my reply was 
that that was precisely why I was interested in statisics of a psycho- ` 
logical and sociological character, He was not entirely satisfied with 
this answer. So I asked him whether he saw himself as a reality-—let 
us say, a psychological reality—in his SEN as head of the under- 
taking he manages, 


Not unnaturally, his answer to -this dees was affirmative. On 
which I said: “Then you will agree that it is legitimate for us to study 
this reality scientifically.’ His is a typical reaction of heads of 
collective-economy undertakings to our attempts to go about our work 
scientifically. All my colleagues are actively engaged in the study of 
the relatively restricted field of classical economic theory, and I myself 
assist them when time permits. 


I also think that the concept of the social product is an extremely 
useful one for the achievements of specific ends and that the postulate 
of maximum satisfaction of needs, as defined by Mr. Rittig, is even 
more valuable. However, the aims in question relate more to short- 
term problems than to the long-term aims of social policy. I only 
wish to mention one aspect of the long-term approach here. Person- 
ally, I should not recommend the adoption of any measure of economic 
policy without first asking myself which groups would benefit and 
which would suffer in the long run. And I can think of nobody to 
whom this question is of more direct interest than students of public 
and co-operative economy. 
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Statement by Mr. André CHOUCQ (France) 


- I would like to make a very modest contribution to the remarkable 
report of Professor Rittig. At the same time, I would like to express 
the view of the French trade union movement on the conditions of the 
participation of the workers in public enterprises who are called, 
according to their rank in the hierarchy, either civil servants, or state, 
department or municipal workers. 


I. First of all, it appears necessary to specify that public enter- 
prises can be at the consumers’ service—that is to say, fully realise- a 
service economy—only to the extent that the governments to which 
they belong wish to promote this service economy and not protect a 
profit economy. 


ll. The dynamism of a public enterprise in a growing economy will 
be, of course, a function of the dynamism and the technical ability of 
its managers, but also of the dynamism and will ol the workers of 
this enterprise. 


Almost constant changes in business organisation, the use of new 
techniques make indeed necessary a constant effort at adaptation effort 
ọn the part of the employees. National productivity can only be 
maximised in a climate of confident collaboration (Prof. Weisser). 


= Now, just as Mr. Chevrier mentioned—about E.D.F.—in his very 
brilliant paper, that consumers maintain a negative attitude, it is not 
obvious within the present traditional organisation of the public enter- 
prises, why workers—out of pure idealism—should adopt, in relation 
to the producer, a positive attitude towards adaptation to the necessary 
changes, 
The reason is that the worker—even if he belongs to a public 
service—has always a real feeling that he is using means he did not 
choose in order to attain objectives he did not desire. 


The worker does not participate in any in the functioning and 
organisation of the enterprise and consequently, does not defend it. 


Do you think, for example, that the denationalisation of Volkswagen 
would have been possible if the asserted will of the workers had been 
against it. On this point, everybody still remembers well the remarkable 
and masterly statement Mr. Edmond Langer made in Vienna. 


The feelings of being exploited present in the minds of consumers 
of which Professor Lasserre told us yesterday are also, for some other 
reasons, those present in the minds of all the workers, and the double 
frustration of which Jaurés spoke about is still there. 


The trade unionists participating in the fight for freedom of 
mankind have heard with great encouragement Professor Lasserre 


MR. RITTIGS REPORT 369 





advocate the extension of the co-operative sector to the level of 
nationalised enterprises. As for us, we think that the co-operation 
sector should be extended to public enterprises. 


At the Rome Congress I had the opportunity of telling you that the 
free trade unionists of the French PTT, for their part, drew up a 
project of co-operative management of the PTT under which the State, 
the users and the workers of the PTT would participate simultaneously 
in the management of this great public enterprise. 


Today, I would like to express a wish: In the name of the Confédé- 
ration Force Ouvrière, I ask all the participants in this Congress to 
examine within their own country the possibility of putting the great 
public enterprises under co-operative management. 


We would then have the opportunity to promote the new forms of 
superior motivation for the whole public and co-operative economy by 
developing at once the spirit of service and democracy. Thus we 
would open the way towards a true humanism. 


Statement by Mr. Ved Prakash DUGGAL (Great Britain) 


This morning we have been talking about the subject of public 
enterprise in an expanding economy. This has been dealt with mainly 
from the point of view of developed economies in the West. I should 
like to say something about public enterprise in expanding economies 
of underdeveloped countries. There the role of public enterprise has 
not been decided upon finally. 


In the West we know that social overheads in an economy should 
be in the public sector. Besides, it has been expounded by economists 
like Professor Hirschman of the U.S.A. that basic enterprises such as 
iron and steel could help in the rapid development of an under- 
developed economy. Basic enterprises he has defined as those whose 
outputs go directly as inputs to relatively large numbers of enterprises 
apart from going to the final consumption. As regards savings, it 
has been by and large agreed that individuals discount the future 
heavily, which means that public authorities should help in the aug- 
menting of savings for investment. 


In a country like India this is not the limit of public ownership. 
In order to tap its potential resources, India has to resort to deficit 
financing. This can lead to a rise in prices and nullify the whole aim 
of deficit financing, as well as disrupt the economy economically and 
politically, if there is no control on consumption. This was made clear 
by the rise in prices in India a few months ago which in turn led to 
political and social unrest. In view of this it is being argued in that 
country that domestic and international trade has not only to be 
regulated but also conducted by public authorities. 
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At what point India will find an optimum as regards public owner- 
chip, only history can tell. Nevertheless I may stress that extent of 
public ownership in a rapidly developing economy may not be similar 
as in a developed economy. 


Statement by Mr. Willi BUKOW (Federal Republic of Germany) 


The considerations of a macro-economic character advanced by 
Professor Rittig eventually lead one to turn from the study of specific 
problems of public economy to its basis principles. Questions such 
as that of whether publicly owned undertakings should earn protits 
and, if they do, of what use they should make of them become less 
important. The fundamental problem is that of why publicly owned 
undertakings came into being. One must recognise their pioneering 
functions and determine their specific objectives—which in individual 
cases are easy to ascertain. It is well known that during the first 
decade of the twentieth century the Prussian government attempted to 
influence the policies governing the seiting of coal prices by actually 
purchasing coal mines. It is also well known that during the 1920s 
the German provincial authorities and associations of communal agen- 
cies established their own electricity supply undertakings to furnish 
the inhabitants of the Nort German plain with electric power at prices 
far below actual costs. It is equally well known that during the same 
period other publicly owned undertakings were doing pioneer work in 
developing facilities for the vocational and economic betterment of their 
employees. All these facts have to a considerable extent been forgotten 
in Germany, driven out of our consciousness by an overriding concern 
to return profit-making publicly owned undertakings to private owner- 
ship. 

When listening to the fine, confident speeches on the work and the 
functions of co-operatives made yesterday, I felt a little envious. If 
only we could hear a speech on publicly owned undertakings expressing 
a similar degree of loyalty and conviction! However, you are all aware 
that there are persons in responsible positions in publicly owned under- 
takings who still believe that public economy and planned economy are 
to a considerable extent identical and in whom this unjustified pre- 
judice has aroused a determination not to make unfair use of public 
undertakings and public economy as a means of regulating the balance 
of power in a free market economy where such action seems necessary 
or justifiable, even from the liberal standpoint. It follows logically from 
this attitude that publicly owned undertakings operating on a profit- 
making basis should be returned to private ownership. 

‘Dr. Marsan’s remarks about the IRI are of even greater importance. 
As he recalled—and as every student of the IRI and its methods of 
working knows—publicly owned undertakings do not need to experi- 
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ment with co-operative forms of organisation, as the IRI has achieved 
excellent results by working within the legal framework of the joint- 
stock company and the limited-liability company. Naturally, this was 
only the case because those concerned wished to make use of those 
forms and the companies concerned. 


I sincerely hope that Professor Lambert and the Governing Body 
of the ICRICE will during the next few years lay particular emphasis 
in their work on publicly owned undertakings. I share Professor 
Lermer’s opinion that this subject offers a great variety of fields for 
research and that we must make up our minds either to turn our backs 
on all that is erroneous and fit only for rejection or completely change 
our methods of working and launch a course of dynamic, practical, 
concrete study, in terms which ordinary human beings can understand, 
of the functions and obligations of public economy and public under- 
takings. For this a congress every other year and scientific research 
between the congresses is not enough. In this connection may I say 
how grateful we are to our friends from other countries for coming 
here to Berlin. Not the least reason for our gratitude is the hope and 
belief that we shall hear much from you concerning the much more 
positive attitude towards public economy prevalent in your respective 
countries. With your support we shall endeavour to secure for public 
economy in our country the position it enjoyed in the past, to which 
it is entitled by reason of the services it has rendered in the past and 
is still rendering today, and which it must have if it is to make its 
full contribution to the general welfare. 


Statement by Mr. Rupert GMOSER (Austria) 


I think that the planning, which we like to stress so very much as 
public and co-operative economists, does not even work in our personal 
time-table, and maybe I will be able to get your sympathy at least 
through the observation of the three minutes. Therefore, let me just 
concentrate my statements very briefly on four points. 


(1) Your practice of conferring: I think there are too many mono- 
logues held, and too little dialogues. Perhaps it may be considered in 
the conferences to come, but as well already in the so-called co-report, 
that it is in fact the beginning of a dialogue, and not a second mono- 
logue. This. is also true for those speaking during the discussions. 


(2) This noon, a report was introduced with the beautiful sentences: 
“Well then, let me talk as free of values an ideology as possible.” 
Yes, here I agree with Berthold Brecht, who says: “As for the condi- 
tions, they are different.” I think, the subject-matter, “The public 
enterprise in the growing economy”, being an eminently political issue, 
cannot be handled free of values. 
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(3) My third point concerns the problem arising from the fact that 
the public enterprises have a very special task in the increase (deve- 
lopment)-policy. But is this task everywhere fulfilled, and can it be 
fulfilled? As a matter of fact, the public enterprises can be set up 
much more concentrated and more systematic than others. But how 
does this work out? For many people this has the effect that they 
consider the public enterprises as some kind of fire-brigade or domestic 
drudge: they may subsidise, they may bear deficiencies, and this may 
be their contribution to the economic growth. But as soon as the 
creation of prior conditions is concerned, they say: “We don’t need 
public enterprise, this is done by private economy.” It has been said 
here so nicely that private economy could not take political economy 
into account; that public economy, however, could. I think that this is 
not the right way to handle the problem. 


(4) From this it must be concluded that public enterprises cannot 
fulfil their tasks on a micro-economic basis. They must be given the 
right to have a say, if they shall take responsibilities, namely the 
special responsibilities for the growth and the purposes of economy 
as a whole. This cannot be done by the individual isolated factories, 
nor by the isolated public enterprises. We are living today in a trust- 
economy, and only if public and co-operative economy is a contributory 
determinant in the entire sector of economic policy, in the government, 
in the trust-economy, and in the economic democracy, only then will it 
be able to take responsibilities. J am closing with the observation that 
in the Federal Republic of Germany there seems to be still much left 
to be desired in the field of economic democracy. However, if I come 
to think about the opening of this congress, many are conspicuous by 
their absence, many who bear responsibilities in economic policy. It 
does not seem to be worth 'while for them to attend an international 
congress. In that manner, the dialogue can certainly not come into 
existence, 


Statement by Mr. Karl PROBSTING (Austria) . 


With pleasure I accept the address “friends of public and co- 
operative economy” from the speech of Professor Ritting. I, too, greet 
the participants of this Congress as friends of public and co-operative 
economy. I regret that I could not grasp from the speech of Professor 
Rittig that certain groups apologise for the economic activities of the 
State. It seems impossible to me that, in an international congress 
of the chamber of commerce, the representatives of free economy apo- 
logise for their economic activities. The enterprises, based on public 
and co-operative economy, have not been founded out of wantonness 
or according to political party concepts.. They have proven inevitable: 
By their century-old continuance they have proved: that they contribute 
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to the growth of economy. Being the prior condition for the economy, 
they take an essential share in the development of private industry. 
They have created netlike monopolies, traffic-monopolies beyond the 
borders of the States, and the State is in need of the public enterprises 
in order to solve the problems of the infrastructure. Therefore, the 
functionaries of the political parties, of the economic agencies, and of 
the employees’ associations should be aware of the fact that the public 
enterprises need the same independence and the same possibilities for 
their development as private industry in order to prosper unhamperedly. 
Only thus can we prevent malicious criticism from commenting later 
on our all-too-little success. The public enterprises are not sub- 
sidiary, but equal to the private enterprises in the scope of economy 
as a whole. 


The methods of some district corporations to take over private 
enterprises, as soon as they have caught fire, in order to save capital 
and working places, on the other hand to privatise these enterprises, as 
soon as they have proven successful and developed satisfactorily in the 
public domain, is not capable of being attended to. 


I think that the field of competition between private, public and 
co-operative economy is small. Certain fields are reserved for. the 
public enterprises, like water (energy), electricity, railways, communic- 
ation services utilisation of national raw materials. We are, therefore, 
authorised, in the interests of the economy as a whole, and of every 
single one we are obligated, to affirm our existence, to stand the 
test day after day, to realise existing possibilities of development, to 
. operate as well as possible according to the given guiding principles, 
to assume consciously an attitude in favour of public and co-operative 
economy, and to contribute that the economy as a whole may make a 
satisfactory development. A great many examples in Western countries 
confirm the good, effective and successful simultaneousness and mutual 
completion of private, public and co-operative economy. 


Statement by Mr. Franz SCHMIDT (Austria) 


I should like to talk about a concern of the Austrian delegation, 
about something underlying most of the excellent speeches given at this 
congress, i.e. that public and co-operative economy can only play its 
special role in modern economy and society, only fulfil its task 
effectively, if the possibly highest percentage of our co-citizens are 
informed about economic relations in general and about the importance 
of public and co-operative economy in particular, so that the reactions 
on economic affairs may not be predominantly directed by feelings but 
rather by thought. 


In addition there is another problem. In the first speech about the 
experience in Sweden Mr. Eronn pointed out that it is becoming more 
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and more necessary to employ young leaders from outside., These new 
fellow-labourers are equipped with the knowledge of average educa- 
tional establishments and secondary schools. Yet also those young 
people whom we employ as apprentices, after they have finished their 
compulsory schools, have heard little or nothing about public and co- 
operative economy at school. The committee of the Austrian public 
and co-operative economy therefore wants to make—in a resolution 
to the general meeting of the IFIG—a proposition, which might 
constitute a contribution to the solving of this problem. I have taken 
on the job to inform you about this in the name of the Austrian dele- 
gation. We believe that it is necessary to strengthen the role of 
economics in general and of public and co-operative economy in 
particular in the school programmes. If we insist on this together in 
all the countries represented at the congress, we shall perhaps be able 
to overcome the difficulties. 


X. RESOLUTION. CLOSING SPEECHES 


SUBMISSION OF THE RESOLUTION 
Mr. DELBOUILLE: 


Ladies and Gentlemen: 


This congress has now completed its discussions. It is my task 
to open our final meeting and to preside over it. There will be three 
speakers: firstly, our friend Paul Lambert, the Director of the ICRICE; 
secondly, Dr. Heun, who was responsible for the wonderful welcome 
we received; and lastly—and inevitably—myself. 


We are a little behind time, but I hope we soon shall catch up. I 
now give the floor to Professor Lambert, who has some announcements | 
to make, after which he will read to you the text of the resolution pre- 
pared by the competent committee. 


Mr. LAMBERT: 


Ladies and Gentlemen: 


The organisational problems relating to this congress—to which 
reference was made this morning—are the responsibility of the Inter- 
national Council of the ICRICE. You have noticed certain obvious 
shortcomings in the organisation of this congress; but still, I hope you 
will agree that our organisation is not completely lacking in merit. | 
doubt if there are many non-governmental organisations in the world 
which can draw over 600 persons from 21 countries together to discuss 
subjects of such importance as those we have discussed here. 


~ The points Mr. Schmidt made in his last Speech are of concern to 
the permanent organs of the ICRICE and will be followed up. 


I shall now read you the result of the work of our resolutions 
committee, the members of which were Mr. Oreste Gualdoni (Italy), 
Mr. Benno Hardmeier (Switzerland), Mr. Werner Jacobi (Germany), 
Mr. Karl Pröbsting (Austria), Mr. Stratis Someritis (Greece), Mr. Michel 
Thiercelin (France) and Mr. W. P. Watkins (Great SES with myself 
as Chairman. 


a 
a 
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1. 


PUBLIC AND CO-OPERATIVE ENTERPRISES 
IN A FREE SOCIETY 


RESOLUTION 


The VIIth Congress on Public and Co-operative Economy declares: 


A free society can only develop under political democracy; it must 
further be supported by collective economic enterprise, if it is to 
be protected against the abuse of economic power. 


Competition between business enterprises whether public or private, 
leads to reduced costs and the diffusion of technical and economic 
progress. It is bound up with the autonomy of the enterprise which 
is a condition of initiative, of effort to eliminate waste, and of real 
freedom of choice for the consumer. 


- 3 Be competition, if left to itself, provides. no remedy for 


its own imperfections, but tends rather to aggravate them. - Above 


- CH it fails to achieve social justice or full consumer satisfaction, or 
.:, high and stable employment, or an optimum rate of growth. It 


needs to be guided and corrected by the action of the State, trade 
union organisations, public undertakings and Co- operative Move- 
ments, 


Public enterprise can and should reinforce economic policy in every 
field in which private enterprise is incapable of EES acceptable 


results. 


Given a certain degree of strength, CO- VE enterprises can 
bring the whole market into the service of the consumers and check 
many abuses of power in economic affairs. . 


‘In general, through its twofold educational and economie acon: 


Co-operation in the form of associations of consumers or of pro- 
ducers, diminishes social inequalities as do public enterprises, and 


plays an important role in harmonising growth and transmuting it 
‘into the all-round development of mankind. 


Collective economic enterprises, whose object is to provide what the 
community needs, are capable of long-term planning and making 


. possible a rational investment policy. Economic growth, if it is to 
. meet the economic and social necessities of our time, must be 


accompanied by the growth of public and co-operative. enterprise. 
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ADOPTION OF THE RESOLUTION 


Mr. DELBOUILLE: 


Ladies and Gentlemen: 


The applause with which you have greeted this draft resolution 
gives me the hope that it will be adopted unanimously. However, if 
anybody has any fundamental objection to its contents, I will gladly 
give him the floor. 


It gives me great pleasure to observe that we are in unanimity. 


I therefore declare the resolution submitted by our resolutions com- 
mittee unanimously adopted by all the members present. Thank you. 
(Applause.) F 
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CLOSING SPEECHES 


Speech by Mr. Bernhard HEUN, 


President of the Society for Public Economy, Berlin 


Before Professor Delbouille takes the floor to make the final speech, 
I should like to address you once again in my capacity as spokesman 
of the German national section. 


"The Seventh- International Congress on Public and Co-operative 
Economy is drawing to a close, and with it a short and well-filled space 
of time in which we have come to know one another better as indivi- 
duals. It is my pleasurable duty, on behalf of the German national 
section, sincerely to thank all those who with exemplary perseverance 
have attended all the working meetings of the Congress. This alone 
amply justifies the labour of the organisers. | 


It is not for me to make laudatory comments on the fare which has 
been offered to us. But I should like to express my conviction that 
this Congress is of interest not only to those who have attended it, 
but also to many groups and institutions who are not represented here 
but who, while believing in a free social order, do not appreciate the 
importance of public and co-operative economy within that order. 
Admittedly, this Congress should have its most marked repercussions 
in our own ranks—and I think that the hard work of the last few days 
is sufficient guarantee that this will be the case. But we also have 
the responsibility of making sure that the benefits of public and co- 
operative economy are not swept away in the every-rolling stream of 
time and lost through our shortsightedness or negligence. Our times 
are troubled and stormy ones, and unless our economy is solid and 
balanced, it is in danger of capsizing. Our economies are like ships 
which require proper trimming; private production and public and co- 
operative economy, with the goods and services it provides, must be 
kept in equilibrium. 

But it is not enough merely to know this; we must also proclaim 
these fundamental beliefs aloud—even if they are unfashionable. We 
have seen that in the past statesmen and captains of industry have 
had to capitulate in the face of fashionable beliefs. Not all of them 
are strong enough to shrug off unaided the completely unfounded fear 
that public and co-operative economy is inextricably bound up with 
collectivism of the type familiar in Eastern Europe. It is even more 
difficult to face up to the fact that many of the managers of collective- 
economy undertakings are but lukewarm defenders of collective economy 
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and feel much more at home in the private sector under the guise. of 
neutrals. 

This Congress is of significance not only for present-day political 
and economic forces; I believe that it will also bear fruit in future 
years. The attentive audience before me includes many members of 
the younger generation who, as they grow up, will gradually take 
over the responsibilites we bear today. The new generation is freer 
from prejudice than the old one, and its more responsible members 
seem to have realised that, in spite of increasing prosperity, mankind 
is entering one of the periods in its history most fraught with problems, 
the solution of which will demand the unstinted efforts of all of us, 
including the public and co-operative sectors of the economy. 


Berlin is a visible example of the tangible, painful contrast between 
appearence and reality. The free part of this city offers a convincing 
example of the political strength of a smoothly functioning democratic 
system and is evidence of the extraordinary strength of generally 
shared convictions which uphold human dignity and the principle of 
the general welfare. This is the ideal we pursue and which led us here. 
Its transcendant rays will light the way to be followed by collective- 
economy undertakings in a free society. 


Speech by Mr. Maurice DELBOUILLE, 
Professor at Liège University, President of ICRICE 


‘We have now reached the end of our labours, and it is my duty, as 
president of ICRICE, to declare this seventh Congress closed, although 
the time has not yet come to depart on our respective ways. This 
afternoon we are to go for a trip on the Havel lakes; let us hope that 
the sun will shine. To-morrow we are to visit East Berlin. 


However, I think I must at once, on behalf of all of you, take leave 
of our German friends who helped to prepare and make the arrange- 
ments for this Congress and from whom we have received all the 
capable and devoted service we could have desired. I must also do 
my best to sum up in a few words the significance of this meeting in 
Berlin, which, you will remember, is dedicated to the honoured memory 
of Edgard Milhaud. 


Obviously, our thanks must go first of all to the capable president 
of the German national section of ICRICE, our friend Dr. Bernhard 
Henn, With the vigilant aid of his closely-knit team—-among whom 
should be made special mention of Mr. Zetzschke the secretary-general 
(and his substitute, Mr. Milbrandt)—he has succeeded in making 
available to us, in the magnificent setting of this Palace, all the 
services the most demanding delegate could require. I should also 
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like to thank every one of our German friends for their individual 
kindness; they have been untiring in helping us to cope with the multi- 
farious little problems facing a visitor to a foreign country; the Col- 
lective Economy Bank, the Berlin Gas Supply Company and the 
Friedrich Ebert Foundation have all been most generous to us; other 
publicly owned undertakings have received us most hospitably, and 
we have learned much from them; and lastly, our German friends have 
otfered us delightful excursions through the city and a reception in 
Charlottenburg where we had the privilege of meeting Mr. Willy Brandt, 
the brilliant and charming mayor of this city. 


‘ The weather was certainly not kind to us. We had to remain 
behind the shelter of steamed-up bus windows when we were taken 
to see the Schöneberg Town Hall, the Kreuzberg Church, the tragic, 
senseless Berlin wall, the ruins of the former city centre and the 
Martyrs’ Monument; then we turned our gaze to the future and 
admired the international business district, the olympic stadium, the 
motorway and the glass church. 


‘Then, in his miniature Palace of Versailles in Charlottenburg, Willy 
Brandt, while giving away autographs, conjured uP the sun again 
and showed us Berlin in a gayer light. 


We shall always be grateful to your admirable mayor for having 
shown us his city in a better light and for having banished from our 
minds: our grimmer memories of a city which, when it is raining, is a 
continual reminder of all the suffering it has endured; but when the 
sun shines it revives, and the bustling activity of its central arteries 
and the upward-pointing fingers of builder’s cranes remind us that 
it is determined to become a greater and more beautiful city than ever 
as soon as circumstances permit. The rebirth of Berlin is a triumph 
of human perseverance after all that has happened to it; a myriad of 
flyers came from a distant continent to plaster it with bombs and then 
stayed to bring it necessities of life; and although there are not enough 
walls to support roofs to shelter Berlin’s children, there is at 
every turn that wall which supports no roof but which marks the 
frontier between two hostile powers and cruelly divides the city. 


We owe a debt of gratitude to our German friends for having helped 
us to obtain a better understanding of the joys and the miseries of 
their great capital, which is still the symbol of German democratic 
unity. 


All of us here have patiently borne the wet weather and welcomed 
the fine; we have heard the sounds and seen the sights of this dis- 
quieting paradox which is Berlin; and we have also done a good job. 
= In this connection I must mention how much we owe to the 
enlightened aid and the kind attention cf -the press, the radio and the 
television services. 

I should also like to congratulate Madame Gelard and the excellent 
team of ICRICE specialists who have made up the secretariat, keeping 
the minutes of our meeting and preparing the final records of the 
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Congress. Lastly, may I say how pleased I am to see our faithful 
Madame Calame, Professor Milhaud’s loyal and devoted assistant— 
and who has remained a close friend of Madame Milhaud—in our 
secretariat. 


It has given me great pleasure to extend our thanks to those of our 
friends and colleagues who have made it possible for this Congress to 
take place and to run so smoothly; and it gives me equal pleasure to 
express my gratitude to all of you. Your enthusiastic participation and 
the attention you have paid to our discussions have ensured the success 
of a Congress which, I dare to hope, will constitute a great step for- 
ward in the history of the ICRICE, 


Before this meeting began we were convinced that the great 
successes of Vienna and Rome could not be surpassed or even equalled. 
But those of you who were present at the Vienna and Rome congresses, 
together with the newcomers, who have made a contribution of an 
extremely high standard to our work, have brought us success beyond 
all our hopes and made the Berlin Congress yet another climax in the 
progress of our endeavours. At our next meeting we shall have to 
aim even higher. 


Notwithstanding geographical and political difficulties which have 
prevented many old friends of ICRICE from being with us today, the 
number of countries represented, the number of delegates present and 
above all the exceptional abilities and competence of some. of you 
have made this Congress an extremely significant one. 


We have with us delegates from Austria, Switzerland, Western 
Germany, Italy, Greece, Turkey, France, Belgium, Luxembourg, the 
Netherlands, Denmark, Sweden, Finland, Yugoslavia, the United King- 
dom, Tunisia, the United States, Canada, Panama, India and the 
Republic of Congo. It gives me great pleasure to see delegates from all 
these countries here, and I hope that before long all of them will be 
champions of ICRICE’s ideals. 


On behalf of all of you I should like to express our respect, 
administration and gratitude to two particularly distinguished persons 
here present; I am referring to Mr. Lermer of Montreal University and 
Mr. Watkins, formerly director of the International Co-operative 
Alliance. Their presence among us offers us high hopes for the future. 


I now turn to the work of the Congress. It would be unfair not to 
emphasise the importance and the topical interest of the different items 
placed on the agenda by the German national section and the Govern- 
ing Body of ICRICE. We should not forget, either, that many of their 
proposals were inspired by our well-known Director Paul Lambert. 


I should also be neglecting my duty if I did not say how happy was 
the choice of persons who were invited to prepare papers and supple- 
mentary reports or to review their past experience in order to be able 
to make an effective contribution to the round-table meeting on the 
assessment of the achievements of publicly owned and co-operative 
undertakings. 


382 SEVENTH CONGRESS ON PUBLIC AND CO-OPERATIVE ECONOMY 


ICRICE may consider itself lucky to have obtained the active sup- 
port of so many highly qualified experts and in particular to have 
succeeded in securing the services of somebody with a particularly 
high level of qualifications in the field in question to introduce each 
item. Let me mention first of all Paul Lambert, although from him we 
should not have expected less. I should also like to express our grati- 
tude and at the same time offer a personal tribute to Mr. Hans RITSCHL, 
Professor at Hamburg University; Mr. Lars ERONN, a Director of the 
Swedish Co-operative Federation; Mr. Werner BLEILE, Manager of the 
Central Co-operative Bank in Switzerland; Mr. Jacques CHEVRIER, 
Deputy General Manager of the French Electricity Supply Company; 
Mr. Franz HINTERMAYER, Managing Director of the Austrian Electricity 
Supply Company; Mr. Alberto MORTARA, Secretary-General of the 
Information and Research Centre in Milan; Mr. Robert MOSSE, Pro- 
fessor. at the Faculty of Law and Economics of Grenoble University; 
Mr. Peter SCHRAMKE, Manager of the Austrian Municipal Credit Com- 
pany in Vienna; Mr. Theo THIEMEYER, of the Institute of Political 
Science of Cologne University; Mr. Hans HAGNELL, a member of the 
Swedish Parliament and of the Council of Europe and attached to the 
Swedish Federation of Metal Workers; Mr. Gerhard WEISSER, Professor 
at Cologne University; Mr. Charles-Henri BARBIER, Manager of the 
Swiss Consumer Co-operative Union; Mr. Georges LASSERRE, Professor 
at the Faculty of Law and Economics of Paris University; and lastly, 
Mr. Veniero Ajmone MARSAN. the Director of the IRI Research Depart- 
ment in Rome, who addressed us this morning. 


I shall not attempt to review or sum up all the speeches made, with 
the wealth of information and ideas they contained, which, while 
maintaining an atmosphere of infectious vitality have kept us within 
the bounds of objectivity. 


- [am speaking now merely as a listener keen to learn and to reflect 
on what I learn. In this capacity I offer my thanks to the reporters 
I have just mentioned and in addition to all the other speakers, who 
have added very considerably to the interest of the statements which 
opened the debates. Like many others here present I hope that in future 
years the Congress will devote more time to discussion, for the dele- 
gates did not have sufficient opportunity to present or to substantiate 
their views. 


Under the firm but comprehensive guidance of a succession of 
extremely competent chairmen—Mr. Heun, Mr. Slavik, Mr. Someritis, 
Mr. Solari, Mr. Ventéjol and Mr. Bleile—our discussions took place in 
an atmosphere of curiosity, genuine interest, criticism of the most 
positive kind and a continual desire to understand the facts, ideas and 
interpretations put forward; at the same time, however, our conscien- 
tiousness never prevented us from fully appreciating and fully enjoying 
a witty presentation of arguments or the subtle charm of a philo- 
sophical reflection. One reporter submitted to us an original, inform- 
ative and illuminating paper; another offered us the fruit of his 
experience; yet another brilliantly analysed badly put questions and 
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insufficiently precise definitions; a fourth took a series of disconnected 
facts and wove them together into a coherent argument; and yet 
another one explored the biological approach to co-operation and 
offered us psycho-analytical reflections on the behaviour of the 
customer. 


But in every speaker the desire was present to examine the activities 
of undertakings in an unprejudiced fashion, setting aside traditional 
dogmas and oversimplifications. Notwithstanding the anxiety to which 
failures and disappointments have given rise, all speakers were deeply 
convinced that the principles and the long-term objectives they were 
defending are still perfectly valid. 


All of us here—militants, practitioners and objective theorists—have 
had to review our aims and beliefs; but at the same time we have been 
offered a lucid analysis of the implications of the well-known fact that 
underlying realities are continually changing and are equally con- 
tinually modifying not only living conditions but also methods by which 
the principles of collective economy—which are of permanent validity 
because their aim is to promote human development—should be applied. 


The modest but proud sincerity of all the statements made and 
opinions expressed from this rostrum by so many different speakers 
joying on such a wealth and variety of experience is sufficient to 
convince me that they are right to believe fundamentally in the future 
mission of the service-orientated type of economy. 


The time has come to thank you again and to bid you “au revoir’. 
But let we say one final word first. 


Æ 
KE 


In my view this Seventh Congress is a most satisfactory step for- 
ward, not only because it has brought to light more precise definitions 
of the aims and methods of public and co-operative economy and 
because it has disseminated over a wider field a knowledge of the 
importance, the characteristics and the fundamental principles thereof, 
but also and primarily because we have seen that ICRICE has made 
great strides. We have seen that it is becoming permeated to an 
increasing extent by an enlivening spirit of international co-operation 
between men with aspirations of far-seeing generosity, men who think 
in perfect mental freedom and men of action whose daily task is to 
further the harmonious development of the patterns towards which our 
economies must shortly move if they are to be placed truly at the 
service of man, not only as an individual, but also and above all as 
a member of the great family of mankind. 


XI. THE GENERAL ASSEMBLV 
OF ICRICE 


1. Address by the President of ICRICE. 


Mr. DELBOUILLE paid a moving tribute to the memory of Edgard 
Milhaud, the founder of the Centre, and congratulated his successor 
and trusted friend Professor Paul Lambert, who had become the latter’s 
moving spirit. He expressed his conviction that the Centre would 
prosper under Professor Lambert’s leadership. 


( 
2. Report of the Director of the Centre and the Annals. 


Professor LAMBERT discussed the articles published in the Annals 
during 1963 and 1964 and expressed satisfaction at the increase in the 
number of subscribers. He welcomed the new financial arrangements 
made, under which the Centre was now in a position to undertake 
research on its own account; he thanked the national sections for their 
help in securing the improvement. 


3. Reports from the Treasurer and the Audit Board. 


Mr. PIRSON commented on the detailed income and expenditure 
accounts for the Annals and the Centre and pointed out that the joint 
account for the Annals, the Centre and the national section for Belgium 
and Luxembourg, which was held in Liége, was in balance. 

Mr. DELBOUILLE read the reports prepared by the auditor. Mr. Jules 
Lemaire, for the financial years 1963 and 1964. Professor LAMBERT 
mentioned that the accounts for the Annals held in Geneva were 
administered from Liège and audited locally by the USC auditors. 

The reports of the Director, the Treasurer and the Auditor were 
adopted by the Assembly. 


4. Election of the President, the Governing Body and the Supervisory 
Board of ICRICE. 


Mr, DELBOUILLE recalled the circumstances which had led him, on 
the request of Edgard Milhaud, to secure the financial and moral 


* A detailed record of the proceedings will be found in Nouvelles du Ciriec, copies 
of which have been sent to all the members of the CIRIEC. 
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support of friends of the Centre in Liége and the aid of Professor 
Lambert in order to ensure the Centre’s continued existence. He had 
agreed to act as steward on behalf of Professor Milhaud during the 
transitional period, when the latter, for reasons of age, resigned from 
the presidency of the Centre. He considered that he had now com- 
pleted his stewardship and offered his resignation to the Assembly, 
proposing at the same time that Professor Lambert, who had become 
the moving spirit and the person most fully representative of the Centre, 
be appointed in his stead. In accordance with the statutes, an Exe- 
cutive Board would be appointed to assist him. 

The Assembly accepted Mr. Delbouille’s recommendation and 
unanimously elected Professor Lambert President of the ICRICE, by 
acclamation. ` | 

On a motion put by the French national section Mr. Delbouille was 
unanimously elected. Honorary President by acclamation. | 

Professor LAMBERT and Mr. DELBOUILLE thanked the Assembly for 
its expressions of trust and gratitude. Professor Lambert laid 
particular stress on the fact that Edgard Milhaud arranged for the 
transfer of the headquarters of the Centre and of the Annals to Belgium 
only because none of his Swiss friends with the necessary abilities had 
sufficient time to undertake the task. 


After the PEE of the different sections had spoken, the 
Governing Body was constituted as follows: 


Honorary President: Maurice DELBOUILLE 
President and Director: | Paul LAMBERT 
President of the Scientific Commission: Gerhard WEISSER 
Vice-President of the Scientific Commission: Gisbert RITTIG 
Titular members Substitute members 

Austria: : MM. PRIMAS | MM. DAVID 

PROBSTING REISINGER 

RAUSCHER PROBSTING 

SKRITEK SCHWARZ 


VUKOVICH SCHMIDT 


Belgium and 


Luxembourg: MM. PIRSON MM, RAMAEKERS 
| BROUHON THEUNISSEN 
CHAPUT 
HUTOY 
ROGISSART 


3 substitutes to be nominated by the Section. 
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France: MM. DARDEL MM, ROUANET 
| GAZIER HIRSCHFELD 
MONTEL 
VENTEJOL 
ORSINI 
3 substitutes to be nominated by the Section. 
Germany (F.R): MM. HEUN MM. GASH 
JACOBI KUHNE 
KASSMANN BICKENDORF 
KLUNCKER BUKOW 
NEUENKIRCH 
1 substitute to be nominated by the Section. 
Greece: MM. AGAPITIDIS MM. RAZIS 
ANGELOPOULOS SPILIOTOPOULOS 
PSAROS PANOS 
SOMERITIS 
| MARINOS 
2 substitutes to be nominated by the Section. 
Italy: MM. TREMELLONI MM. BASSETTI 
BOLDRINI MANTEGAZZA 
MORTARA PANZARASA 
PETRILLI SOLARI 
LA MALFA | 
1 substitute to be nominated by the Section. 
Switzerland: MM. BARBIER MM. DESCOEUDRES 
MEYER BUSER 
TREINA 
HARDMEIER 
BLEILE 


3 substitutes to be nominated by the Section. 


Mr. Jules Lemaire and Josef Theunissen (both Belgians) were 
appointed to the audit board. The audit section of the USC was 
to continue to audit the Geneva accounts. 


5. Report of the President of the Scientific Commission. 


Mr. WEISSER described the work of the three meetings of the .com- 
mission which had taken place since the Rome congress. He expressed 
a hope that the research work of the Permanent Working Organ, the 
Annals, the national sections, the congresses and the agencies with 
which the Centre had working relationships would be co-ordinated. 
The commission had began its work by dealing with terminological 
questions and that had then moved on to more practical problems and 
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in particular that of price setting in publicly owned undertakings. 
The Berlin congress had shown that a theoretical basis of research 
was necessary for the study of the practical problems facing public 
and co-operative economy. He expressed the hope that the financial 
conditions under which the commission operated would be improved in 
the manner anticipated and invited the assistance of young experts 
with relatively more time to spare for the preparation of reports 
requested. 

The report was unanimously adopted, and the Assembly congra- 
tulated the President of the commission. 


6. Statements by Mr. W.P. Watkins and Mr. A. Lermer on the attempts 
being made to establish national sections in the United Kingdom 
.and Canada. 


Mr. WATKINS described the efforts made to establish a national 
section of the ICRICE in the United Kingdom and achievements so far. 
He had succeeded in securing the support of the Co-operative Party 
and of a small group of sympathisers who wholeheartedly agreed with 
the proposal to establish a section comprising scientists, practitioners 
and administrators from the public and co-operative sectors of thé 
economy. Information meetings were planned to be held in various 
parts of the country. Mr. Watkins anticipated that the first step would 
be the establishment of a private association which, after carrying out 
one or two studies on the public and co-operative sectors, would seek 
the moral and financial support of the interested agencies belonging 
to the collective-economy sector in Britain. 

The Assembly welcomed this statement with enthusiastic applause. 


Mr. LERMER was grateful for the opportunity to gain a full appre- 
ciation of the achievements of ICRICE which a long stay in Europe 
for study purposes had given him. He was convinced that ICRICE 
could gain widespread interest in the western hemisphere using Canada 
as a bridgehead. The province of Quebec offered an excellent starting- 
point for the propagation of the principles of collective economy owing 
to its many and substantial achievements in that field. Public opinion: 
there was well informed and favourably disposed towards the aims 
of ICRICE. On his return to Canada he hoped to be able to establish 
the necessary contacts in governmental, co-operative and trade union 
circles. 

Mr. Lermer’s and Mr. Watkins’s statements were welcomed with 
hearty applause. 


7. Reports from the National Sections. 


With the agreement of the Assembly Mr. DELBOUILLE announced 
that these reports would be published in Nouvelles du Ciriec. 


He then thanked the participants and declared the meeting closed. 


NOTES AND MEMORANDA 


THE AUTHORITY IN THE CO-OPERATIVES 
A talk on a recent work by Messrs. HALSEY and OSTERGAARD ! 


This book brings to mind and old phrase of Saint-Simon’s which might almost 
have served it for a motto, namely: “from the government of men to the admi- 
nistration of affairs.” The book is a study of democracy, or what is left of 
it or accepted as a substitute for it, in the retail consumers’ co-operatives of 
the United Kingdom. Its field is therefore less extensive than might be 
inferred from its title. Nevertheless, this in no way diminishes its value, 
especially to students of co-operation who are not British nationals or who 
are interested in other co-operative movements than consumers’ and who 
therefore have not lived through the evolution of British Consumers’ Co- 
operation and experienced the situations described by the authors. 


Under their competent guidance the reader examines the government of 
co-operative societies in Britain today and the rather haphazard and half- 
hearted experiments tried from time to time to adapt it to varying circum- 
stances. Then he plunges into the problem of member apathy which, like 
a cloud, darkens the discussion of every aspect of the democratic problem. 
From here he passes to the consideration of co-operative government in 
relation to parties, pressure-groups and that increasingly powerful community 
of interests constituted by the employees, who, in a large society are 
numbered in thousands. After a chapter devoted to the doubtful competence 
of elected lay boards to solve management problems and their relations with 
professional managers, the authors state their conclusions and make some 
recommendations. 


Messrs. Halsey and Ostergaard have assembled in this volume the results 
of researches extending over some ten years, a period in which the consumers’ 
co-operative movement, like the trade unions and Labour Party, in Great 
Britain has been passing through “a crisis of transformation”, as yet by no 
means resolved. The crisis implies more than a radical revision of economic 
structures and business methods in order to cope with competition in new and 
acuter forms. It is also a crisis of democracy in the sense that the democracy 
inherent in co-operation has to be expressed in a mid-twentieth, no longer a 
mid-nineteenth, century vocabulary, so that its application can be reconciled 
with new standards and patterns of living. 


1 A.H. HALSEY and G.N. OSTERGAARD: Power in Co-operative, Oxford, Basil Black- 
well and Mott, 1964, 265 pp.+annexes and index. 
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Now this crisis affects the British Consumers’ Co-operative Movement 
with extraordinary severity because for nearly a century its democratic insti- 
tutions have failed to keep pace in their development with the growth of its 
distributive and productive enterprise. The increase of the movement’s 
membership, its agglomeration in large societies and a less than proportional 
expansion of its business volume have been accompanied by a decline in the 
proportion of its total membership actively and intelligently participating in 
the administration of its affairs. More than half the movement’s total member- 
ship of over 13 million is enrolled in societies with from 50,000 to 1% million 
members. The average attendance at meetings is 0.5 per cent. and about 
1.5 per cent. vote for committee elections (when these are in fact contested). 


One reason for this democratic underdevelopment, the authors find, is the 
persistence among British co-operators of old-fashioned, hazy and downright 
mistaken concepts of democracy. It is this which accounts for the movement's 
disappointing answer to what they regard as the central question of their 
inquiry: how does the co-operative society now stand as a microcosm of 
the democratic order and as as communication and training mechanism for 
the democratic State? The answer was bound to be disappointing because 
of a fundamental paradox. The structure of the movement, as societies’ 
rule-books bear witness, is still formally democratic. To this day the rules 
safeguard members’ rights. But the vast majority of members are apathetic 
to their rights and indifferent to the advantages the rules offer of playing 
an active role in framing decisions and shaping policy. What the authors 
call a “working democracy” hardly exists anywhere. Within the framework 
of formal democracy power is manipulated by oligarchies and minorities. ` 


This paradoxical situation arises because so many British co-operators 
regard direct democracy as the ideal and in any case equate democracy with 
self-government. Hence the obstruction to the consolidation so urgently 
necessary of the 800 ‚independent retail societies and the frustration of the 
Co-operative Union’s plan of regional amalgamations. Hence the apparent 
blindness of co-operators to the elementary necessity for democracy in a 
dynamic, expanding Co-operative Movement, to be functional. Democratic 
evolution moves inevitably in the direction indicated by Saint-Simon’s phrase, 
for the reason that the expansion of every single society, the constitution 
and development of federations, together with the extension of the movement 
as a whole, demand the increasing delegation and sooner or later the pro- 
fessionalisation of function after function. ‘Had the Rochdale Pioneers’ Society 
evolved into the self-supporting community foreshadowed in their “Law First”, 
direct democracy would have continued to be necessary and appropriate. But 
in Britain and everywhere else the economic evolution of consumers’ co- 
operation has been, and is, not intensive, but extensive, that is, towards the 
inclusion of an ever greater body of consumers and the supply an ever 
wider range of goods and services. 


In the attempts made in the last three years to establish an efficient, modern 
consumers’ co-operative in the city of Athens sympathetic observers have 
been able to witness over again the movement’s primitive stage, with the 
committee and volunteer members packing goods and serving in the store. 
But the society has now a professional salesman and, if it prospers, it wil! 
need, not only more sales staff but a manager and in a more distant future, 
one may hope, departmental managers serving under him, all with delegated 
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responsibilities and all accountable ultimately to the members as a body through 
their elected representatives. 


The tradition of lay management of consumers’ societies began earlier and 
has lasted longer in Great Britain than in any other country. It is significant 
that Messrs. Halsey and Ostergaard, from their standpoint of democracy, draw . 
virtually the same distinction as the Gaitskell Independent Commission, from 
its economic standpoint, between the management of a co-operative business, 
which is a job for trained professionals, and the general supervision to be 
exercised on behalf of the associated ‘consumers by elected representatives 
as guardians of their interests. 


Obviously a number of other reforms besides this are necessary if the 
full operation of the principle of democracy is to be restored and the will 
of the majority of the members made to prevail over even the largest of 
minorities or coalitions of minorities which at present hold power and shape 
policy. New institutions are required, particularly representative assemblies 
to replace and exercise the powers of the traditional free-for-all general 
meetings from which ninety-nine hundredths or more of the members stay 
away. The authors would also like to see parties spring up, debating their 
different ideas and policies and contesting the election of rival candidates for 
office, as an alternative to snug little, self-perpetuating oligarchies. 


But institutional remedies by themselves will avail little without innovations 
in the British co-operative educational system which aim at forming in the 
societies nuclei of informed and active co-operators fully aware of what the 
consumers’ interests are in modern society and conscious of what power the 
vast numbers of consumers can wield when they are banded together to run 
their own enterprises. With the general tendency of the authors’ recom- 
mendations there will be a great measure of agreement, except possibly on 
the part of those already in power or office. The problem for the practica! 
co-operator is one on which the authors, as scientists, are unable to offer 
much help: how to conquer the power to bring reforms about. The choice 
of methods appears to lie between the conversion of the present office- 
holders to new ideas or the awakening of the members from their apathy 
so that they will sweep into office new types of leaders with a modern out- 
look. At the moment the prospects of either method are bleak. 


W.P. WATKINS. 


PROBLEMS OF COMPENSATION IN NATIONALISED INDUSTRIES 
IN INDIA. 1 


Compensation in the event of nationalisation poses several ideological, con- 
ceptual and practical problems. Ideologically, a rationale has to be provided 
for the payment or otherwise of compensation. Conceptually, if it is agreed 


1 This paper is based on a doctoral thesis approved by the London University in 
1963. The main work on it was done at the London School of Economics and Political 
science during 1960-63. I am grateful to Prof. W.A. Robson and Dr. Vera Anstey for 
their guidance and help. The views expressed herein are, however, entirely my own. 
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that fair compensation is to be paid, “fairness” has to be defined in simple 
understandable terms. For practical purposes this criterion of fairness has 
to be applied to industries which are actually nationalised and in which tull 
compensation is to be determined and payment made in one form or another. 


There has been a very long and protracted ideological debate among the 
socialists in the United Kingdom regarding the desirability or otherwise of 
payment of compensation in the event of nationalisation.2 To start with, 
many British socialists including the Fabians were in favour of wholesale 
nationalisation without any compensation, so that an egalitarian society could 
be established at one stroke. However, ultimately with the adoption of “gradual 
socialism” as the goal of the socialist movement, a majority of opinion in the 
Labour Party came to favour the payment of “fair compensation” whenever 
any industry was to be nationalised. Consequently, when it came to power 
in 1945, the Labour Government was committed to the payment of “fair 
compensation” to the owners of industries it proposed to nationalise and in 
practice compensation was paid in each case. The main controversy in this 
period centred round the problems of defining the principle of “fair com- 
pensation”. 3 


In India on the contrary, there has been hardly any serious discussion on 
the problems of compensation. Up to 1947 the Indian National Congress 
was mainly occupied with the struggle for national independence and had 
given little thought to the economic reorganisation of India after independence. 


2 For early controversy, see — 
(a) E.R. Pease: History of Fabian Society, London, 1916, p. 72. 


(b) The Fabian Society’s 1887 basis laid down a scheme for nationalisation without 
compensation. The basis was redrafted by Sidney Webb in 1920 and now reads: 
“The society works for the extinction of private property in land with equitable 
considerations.” 


(oi G.D.H. Core: A History of Socialist Thought, Vol. III, Part. I, London, 1956, p. 115. 
Cole gives a brief summary of the whole compensation controversy. 


(d) G.B. Saaw: Fabian Essays in Socialism. Shaw decried confiscation as “impractical 
catastrophic insurrectionism” and pleaded for “honest purchase of land”. London, 
1889. 


(ei Sidney Webb's evidence to Sankey Commission. The Royal Commission on the Coat 
Industry, 1919, Minutes, Vol. II. The evidence reads: “The compensation is equi- 
tably due for a disturbance of established expectations, so far as income is con- 
cerned”, It may be noted that some important persons like Cole, Mitchison, Laski, 
Cripps, kept up their opposition to the payment of compensation in the event of 
nationalisation till the end. Their main argument was that if full compensation 
were paid for every acquisition. the rich would stay rich in perpetuity and egalitarian 
socialist society would never come into being. (See H LASKI: A Grammar of Politics, 
London, 1926, pp. 208-209. Also-G.D.H. Core: The Mert Ten Years in British Social 
and Political Policy, London, 1929, p. 143. The majority, procompensation, group 
argued that the payment of compensation was essential for equitable and economic 
reasons. Firstly, when some industries are nationalised and others are not, con- 
fiscation discriminates against the former set of owners and the principle of 
equity is violated. Secondly, confiscation is bound to lead to panic in the business 
world and thus disturb the climate for economic growth and full employment. 
Nevertheless the aim of creating an egalitarian socialist, society was not given up. 
This was now to be created through fiscal and monetary policy. 


3 The Labour Party in principle supported the “reasonable net maintainable 
revenue” basis of. compensation. During the 1945-51 nationalisation measures, the 
owners of coal industries, the Bank of England and the Cables & Wireless were com- 
pensated on this basis. However, in case of railways, electricity, gas and steel 
industries, Stock Exchange prices of outstanding shares were adopted as the basis of 
compensation. 
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The famous Karachi resolution of 1931 was the first to make any reference 
to the economic policy of the Indian National Congress.4 The formation of 
the National Planning Committee with Pandit Nehru as Chairman, was an 
important step in the direction of thinking out a national economic policy. 
The National Planning Committee carefully analysed the economic problems 
of India and suggested state ownership of several important industries. But 
its references to compensation were rather vague. The general consensus 
of opinion was to give “fair and full compensation” to owners of industrial 
and commercial enterprise.5 Landlords were to be treated a bit harshly and 
were to be given “necessary and desirable” compensation. 8 After indepen- 
dence in 1947 the ideas abcut compensation started getting more attention. 
Immediately after getting pcwer, the first act of the Congress Government 
was to assure industrialists that there would be no radical socialisation of 
existing industries and that the private sector would be provided with full 
scope of operation and expansion in a large part of Indian economy. In any 
case a clear assurance was given that if some industries had to be national- 
ised, “fair and full” compensation would be granted.7 These assurances were 
later codified in the Indian Constitution in 1951, which states “No property... 
shall be taken possession of or acquired for public purpose under any law... 
unless the law provides for the compensation of the property taken possession 
of or acquired...”.8 But the above article of compensation had to be 
amended at a later stage to enable the various state governments to pass 
radical and reform legislation which granted compensation to landlords 
only on a sliding scale. The quantum of compensation granted by any 
legislature become unjustifiable by this amendment. But as far as industrial 
enterprises were concerned, it was reiterated by the Government that the 
constitutional amendment would not be made use of and in the event of 
nationalisation, industrial enterprises would be granted full and fair com- 
pensation. 


To conclude, in the centext of a mixed economy, payment of fair 
compensation in the event of nationalisation has come to be regarded 
economically necessary and socially desirable. The difficulty arises in de- 
fining the principle of “fair compensation”. Three theoretical bases for 
fair compensation have been suggested: the asset value method; the reasonable 
net maintainable revenue method; and the stock exchange method. The 
valuation of assets method seems least satisfactory as it is very difficult to 
find the true value of the assets except in terms of their earning capacity. 
The reasonable maintainable income method is considered very fair theore- 
tically but in practice it is very difficult to define and estimate “reasonable 
maintainable income”. The stock exchange method again does not measure 
the value of the concern in terms of its earning capacity, but only gives the 
speculators’ estimate of its future profitability and these dealers do not usually 
possess an expert knowledge about the affairs of the concern. But the 
stock exchange method has the merit of being very simple and practical. 


4 P.B. SITARAMAYYA: A History of the Indian National Congress, 1885-1935, Madras, 
1935, p. 782. 

5 National Planning Committee, Report, 1949, p. 101. 

6 N.P.C. Main Report, op. cit., p. 161. 

7 The Industrial Policy Resolution of G.O.I. 1948. See the Report of the Fiscal 
Commission, 1949-50, Delhi. Vol. I, p. 411. It Stated that if the state acquired any 
unit, compensation will be awarded on a fair and equitable basis. See also Lok Sabha 
Debates, 24 May 1954, Pandit Nehru’s views. 

8 The Constitution of Indie. Art. 31(2). Delhi, 1951, p. 15. 
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We may now critically review the compensation provisions contained in 
the few nationalisation Acts in India. 


The growth of public sector enterprises has been very rapid in India 
since independence. But these enterprises have been mainly newly started 
by the Government. Very few existing concerns have been taken over. 
Compensation has been paid for each concern taken over. The bases of 
compensation have varied from one concern to the other. 


Even before independence, the main railways in India had gradually passed 
into state ownership. The terms of acquisition of these railways were 
contained in the respective contracts of the various railway companies with 
the East India Company or the Secretary of State. Two different bases 
of compensation were to be employed, depending on whether the company 
was acquired under the “surrender” clause or “purchase” clause. In the case 
of surrender by the company, the compensation payable was to be equal to 
the “capital expended” and in the case of purchase by the State (allowed 
after 25 or 50 years), compensation was payable on the basis of the stock 
exchange prices of the railway shares in the London market. 9 


Most of the companies were acquired under the purchase clause and 
compensation was paid in the form of annuities. These annuities originally 
amounted to £81,844,165—terminable between 1948 and 1958. The amount 
was reduced to £60 million by 1923/24 and stood at £34.million in 1941. The 
Government of India in 1942 negotiated an agreement with the United King- 
dom Government, whereby in return for an immediate lump sum capital 
payment of £30,054,250 the latter agreed to make available to the Govern- 
ment of India sums equal to the instalments of several annuities amounting 
to £34,114,654 as and when they fell due, “so that they might continue to 
discharge their legal obligations unhampered during the wole currency of 
their liabilities”. 10 

_ After independence, the first concern to be nationalised was the Reserve 
Bank of India vide Reserve Bank of India (Transfer to Public Ownership) Act, 
1948. The basis of compensation was the stock exchange prices of bank 
securities. Each Reserve Bank share worth Rs. 100 was to be paid Rs. 118 
and 10 Annas, being the average of monthly market quotations during the 
period March 1947-February 1948. This period was chosen for the average 
because of an assurance given by a former Finance Minister to this effect. 


9 See Parliamentary Papers. Accounts & Papers 1859 Session 3 Feb.-19 Apr. 1859, 

Vol, XIX for 

(i) Contract between the East India Company (BIC) and the East India Railway 
Company, dated 17 Aug. 1849, p. 627. 

(ii) Contract between EIC and the Great Indian Peninsular Railway Company, 17 Aug. 
1849, p. 668. 

(iii) Contract between BIC and Madras Railway Company, 22 Dec. 1852. 

{iv} Contract between EIC and Bombay Baroda « Central Indian Railway Company, 
21 Nov. 1855. 

{v) Contract between BIC Eastern Bengal Railway Company, 30 July 1858. : 

(vi) Contract between Secretary of State and the Calcutta and South Eastern Railway 
Company, 15 Mar. 1859. 


British Parliamentary Papers, session 5 Dec. 1878-15 Aug. 1879, Vol. IV, give extracts 
of all these contracts with EIC. The extracts of contracts with Secretary of State are 
given in Vol. IE, 1871. e 

10 Vide Press Communiqué issued by the Government of India on 16 Jan. 1943. 


sut 
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Compensation was payable in Central Government promissory notes, bearing 
interest at 3 per cent. per annum and repayable at par at a date to be 
specified by the Governmen:. Up to 1956, 487,458 shares (including 2,200 
held by the Central Government) out of 500,000 had been tendered for 
payment. The total compensation paid was Rs. 5.77 crores, Rs. 5.41 crores 
were paid in terms of 3 per cent. First Development Loan 1970-75 and 
Rs.35.35 lakhs were paid in cash. 11 


In the case of the Air Corporations which were nationalised next, com- 
pensation was paid mainly on the basis of written down value of the assets. 
Both for air-frames and for power plants, the amount of compensation was 
to be their aggregate written down value, plus a certain sum determined 
according to the airworthiness of the assets. “Written down value” was 
defined as the actual cost to the air companies less depreciation calculated 
at the compound rate of 15 per cent. per annum for Constellations and 
Skymasters and 18 per cent, per annum for other airplanes. The rate of 
depreciation was to be 20 per cent. for power plants of Constellations and 
Skymasters and 24 per cent. for other power plants. Some compensation 
was also to be paid for screws, accessories, stores, spare parts and scrap. 
Securities if any were payable at their market value. In addition all com- 
panies were to be paid a sum not exceeding Rs.10,000 for any other tangible 
asset or for loss of profit either by agreement or as decided by a tribunal 
set up for this purpose. This amount was to be determined after having 
regard to “profits earned in six years, subsidies given and probability of 
further profits”. 


Compensation was to be paid mainly in 3% per cent. bonds, guaranteed 
by the Central Government, both with regard to their capital and interest: 
These bonds were redeemable at their face value within 180 days on demand 
after five years from the date of their issue. A part of the compensation 
was payable in cash. This could be either 10 per cent. of the compensation 
payable to each company, or the amount borrowed by it or its cash in 
hand--whichever amount was the greatest. 12 


It took two years for the compensation to be determined. The companies 
accepted all the terms except one, which was referred to the tribunal. The 
total compensation paid was Rs.31,944,991. Rs.26,230,960 worth of it was 
paid in 3% per cent. bonds and Rs.5,714,031 were paid in cash.18 The 
total interest payable every year amounts to Rs.917,000. 


The next concern to be nationalised was the Imperial Bank of India, in 
1953.14 The basis of compensation in this case, as in that of the Reserve 
Bank, was the stock exchange price of the shares. The shares were to be 
valued at “the average price of the last twelve months from the date on 
which the announcement of nationalisation was made (i.e. 20 December 1954)”. 
Thus calculated, the Reserve Bank had to pay to every shareholder an amount 
calculated at the rate of Rs.1,765 and 10 annas per share for a fully paid up 
share of face value of Rs.500 and Rs.431 and 12 annas and 4 pies for a 
partly paid up share of a face value of Rs.125. Compensation was payable 


11 Report of the Central Eoard of Directors of RBI for 1956. 

12 Details of compensation provisions are given in the Schedule to the Act. 

13 Estimates Committee, 43rd Report (Ist Lok Sabha) Ministry of Communications 
—Air Corporations, 1956-57, para. 25, p. 10.- | 

14 The State Bank of India Act, 1955. 
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in cash up to Rs.10,000 and was to be paid in bonds for amounts exceeding 
this limit. l 

The total amount of compensation to be paid to the shareholders was 
estimated at Rs.19 crores and the assets acquired were said to be in the 
range of Rs.15 to Rs.23 crores. 


Lastly, the life insurance business was nationalised in India in 1956.15 The 
Act laid down elaborate and rather complicated principles of compensation. 
But in most cases, the basis of compensation for the important companies was 
the “net maintainable income”, 


Three types of insurers were distinguished in the Schedule to the Act. 
Firstly, those insurance companies which were shown to have earned a 
surplus at their last actuarial investigation and had allotted a part of the 
surplus to the shareholders or policy holders, were to be compensated at the 
rate of “twenty times the annual average of the share of the surplus allocated 
to shareholders as disclosed by the two relevant actuarial investigations”, 
subject to a maximum of 5 per cent. and minimum of 3% per cent. This 
compensation was to be increased proportionately with the increase in business 
during 1950-55. . 

An alternative criterion for payment of compensation was laid down for 
those companies which did not have much of a surplus, as in some cases 
twenty times the surplus came to even less than the paid-up capital. Such 
companies were to be paid ten times their surplus calculated in a similar 
manner plus their paid-up capital. 


The foreign insurance companies were also to be compensated on the same 
basis, except that the policy and reserves in respect of the business of the 
foreigners were allowed to be transferred abroad and they could also take 
away their excess assets. The allocated surplus in their case was to be 
deemed to be the proportion of their total world surplus, relative to their 
insurance business in India. 


Secondly, those companies whose valuations showed only a very small 
surplus or even a deficit were to get the excess of their assets over their 
liabilities, when both assets and liabilities were valued at their market price. 
In addition, they were to get 4 per cent. of their surplus if any. The displaced 
insurance companies (i.e. those which were formerly registered in what is 
now Pakistan) were to be given an additional compensation in the nature 
of an ex gratia payment. This additional amount was to be one-half of the 
total of the following: (i) losses in respect of claims; (ii) value of the property 
lost; (iii) amount of deposits in banks that could not be withdrawn; (iv) 
difference in the market value of the shares of these companies as on 15 
August 1947, and on 19 January 1956. In the third category were those insurers 
which had (a) either no share capital or (6) had a share capital on which 
a dividend or bonus was not payable.16 These included mutuals, co-operatives 
and unregistered bodies—44 in number. The compensation payable was to 
be at the rate of Rs.1 per thousand in respect of the sum assured for (a), 
and those having some share capital were to be paid back their paid-up 
capital in addition. 


15 See the Life Insurance Corporation Act, 1956. The Schedule attached to the 
Act gives full details about the compensation provisions. 
16 Life Insurance Company Act, 1956, Schedule, Part C, p. 27. 
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‘The amount of compensation was to be determined by the Corporation 
and if approved by the Central Government, was to be offered to the insurer. 
In case of disagreement the insurer could refer the matter to a Tribunal. 17 


The total compensation payable to all the companies was estimated at 
Rs.450 lakhs by the Finance Minister. 


A perusal of compensation provisions in the various nationalising Acts in 
India demonstrates that the bases of compensation varied from one concern 
to the other. In the case of the Reserve Bank of India and the Imperial 
Bank, stock exchange prices of shares were adopted as the basis of fair 
compensation. In the case of airlines, the stock exchange method was 
rejected as share prices had been too low because the air companies had been 
running at a loss for several years and there were no prospects of profits. 
Moreover, it was pointed cut that shares of some companies had never 
been quoted on the market and that some companies had preference shares 
along with ordinary shares and their price was difficult to determine. The 
valuation of assets method was said to be the only satisfactory alternative. 18 
Again, in the case of the Life Insurance Corporation, both stock exchange 
valuation and asset valuation were rejected as bases of compensation. The 
stock exchange method was ruled out because for composite companies and 
for foreign firms, where only a part of the business was being taken over, 
the market value of shares, even when ascertainable, was said to have no 
relevance. Secondly, it was pointed out that the shares of very few com- 
panies in India were being quoted and that even these quotations were 
nominal and had been influenced by considerations other than intrinsic worth. 
The asset value method was also ruled out as that would have left matters 
unsettled for a very long time. Thus compensation on the basis of average 
of earnings for the past few years was considered a fair basis in this case. 19 


The arguments advanced lack any consistency whatsoever and even become 
self-contradictory. Nevertheless, in each case, compensation paid was claimed 
to be fair by the Government. The plea that compensation principles had 
to be different in each case, according to circumstances, seems merely an 
attempt to make a virtue out of inconsistency. 2° 


In contrast to the opposition in the United Kingdom, the opposition in 
India was pleading for the payment of the minimum possible compensation, 
specially in the context of building an egalitarian socialist society. The 
adoption of the Constitutional Amendment was put forward as a sufficient 
justification for granting either no compensation at all or at best to grant 
it on a slab system (i.e. proportionately less compensation to cher owners). 21 
The Government was accused of having granted over-generous compensation 
in each case. Once again, contradictory arguments were advanced to prove 
this charge. In the case of the Reserve Bank and the Imperial Bank, it was 
pointed out that the stock exchange prices of their shares had been inflated 
due to government protection and were much higher than those of any other 


17 Idem, Sec. 16 (2). 

18 Lok Sabha Debates—Jagjiwan Ram. Proceedings, 21 Mar. 1953, p. 4636. 

19 Lok Sabha Debates—C.D. Deshmukh. May session, 1956, p. 2931. 

20 This argument was put forward by C.D. Deshmukh, the Finance Minister, Lok 
Sabha Debates. 


21 N.V. Gadgil thought that payment of any compensation was at variance with 
the ideal of a socialist State--Lok Sabha Debates, May session, 1956, p. 8977. 
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banks 28 It was considered wrong that private owners should be com- 
pensated for the monopoly rights conferred on them by the Government. 
Government was asked to pay compensation on the basis of the face value 
of shares, rather than their market value. 23 


But, in the case of air corporations in which the asset value method was 
adopted, the opposition wanted stock exchange prices to be the basis of 
compensation, as this would have led to a much smaller payment. 24 Some 
members also vehemently criticised the Government for applying a much 
lower rate of depreciation than allowed by the Income Tax Act. It was alleged 
that the compensation was being increased in a thousand ways. 25 


Nor was the opposition happy with the maintainable income basis applied 
in the case of the Life Insurance Corporation. The Government was once 
again accused of choosing a method that led to over-generous compensation. 
It was pointed out that this method led to a much higher compensation than 
that obtainable by share prices and resulted in sums that were several times 
the paid-up capital of the companies. The Government was alleged to be 
giving more and more concessions and yielding to the pressure of big 
business. 26 Even though the arguments put forward by the oppossition 
lacked consistency, there was certainly some truth in their allegation that 
the compensation paid was over-generous. The whole approach of the 
Government was pragmatic and aimed at assuring the business community 
that industrial property would not be taken over without payment of adequate 
compensation. The procedure followed was intended to create business 
confidence and an atmosphere in which further private investment would be 
fostered. This was the reason the Finance Minister particularly repudiated 
the suggestion of using the constituitonal amendment to confiscate industrial 
property or to pay compensation on a slab system as in the case of land. 27 


22 K.T. Shah--Constituent Assembly Debates for R.BI.--2 September 1948, p. 977. 
K.T. Shah alleged that compensation being paid was even more than envisaged in 
Sec. 3(b) of Reserve Bank of India Act, 1934, which had laid down that in the event of 
liquidation, the compensation would in no case be more than 1 per cent, for every year 
that the Bank had been in existence and on that basis it worked out at Rs. 114 per 
share rather than Rs. 11810. The Minister rightly replied that the section quoted was 
irrelevant because the Bank was not being liquidated, but nationalised. For State Bank 
of India "roi Ashok Mehta alleged that the price of shares had soared because of special 
privileges, enjoyed by the Imperial Bank: Lok Sabha Deb. Proceedings. Vol. IV, 1955. 
23 April 1955, p. 6168. (b) S.S. Moore produced figures to prove that due to special 
privileges enjoyed by the Imperial Bank, its shares were selling at three times the 
face value, whereas the shares of say, the Bank of Baroda had appreciated by 10 per 
cent. only. Lok Sabha Debates: ibid., p. 7187. 


23 H.C. Mukerjee in Lok Sabha Debates, 23 Apr. 1955, p. 6141. 

24 This was a proposal put forward in the Select Committee. Jagjiwan Ram—Lok 
Sabha Debates, 6 May 1953, p. 5887. 

25 Lok Sabha Debates: Renu Chakarvarti: Ibid., p. 4696. Also Raghurwala, p. 4747. 

26 A.K. Gopolan: Lok Sabha Debates, 20 Mar. 1956, p. 3067. He quoted the 
following prices to prove his contention: 


d Bombay market Compensation 
Name of company quotations to be paid 
Oriental (Share of Rs. 200) Rs. 3,960 Rs. 4,000 
Industrial & Prud. Ion . Rs. 10) 47 89 
Empire of India ( 4 a Rs. 100) 600 600 


27 C.D. Deshmukh: Lok Sabha Debates, May 1956, p. 9329. 
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The generally favourable reaction of the business world to various com- 
pensation provisions suggests that the Government was quite successful in 
their object of maintaining business confidence, even though it cost the nation 
payment of excess compensation. 28 


G.S. BHALLA. 


COMMON AIMS, COMMON CRITERIA AND COMMON REPRESENTATION. 


Collective economy is developping in parallel with political and legal structures 
and as a consequence has adopted a great variety of different forms for the 
accomplishment of its different functions and tasks. It includes all the different 
types of undertakings the avowed objective of which is not the earning of 
maximum profit but the securing and furtherance of the interests of all the 
citizens, the inhabitants of a region or district or the members of a group of 
persons organised along co-operative lines. The essence of collective economy 
lies not in a particular legal form, as polemical arguments often seem to 
suggest, but exclusively in the choice of a particular set of aims and objectives. 
In Austria these objectives are subscribed to by state-owned and nationalised 
industry, undertakings owned by provincial and municipal authorities and 
co-operatives. Notwithstanding the great variety of tasks they have to perform 
and the great variety of legal forms encountered among them, all these 
undertakings have in common not only the collective-economy objectives which 
they have a priori adopted but also a number of common criteria. 


All collective-economy undertakings are politically neutral; they do not 
represent the interests of any political party or religious sect and they are 
not controlled by any particular group of interests. They produce and supply 
goods and services for the entire community, and every member of the 
community, whatever his rank or social position, has free access to those 
goods and services. 


28 In the case of Indian Airlines Corporation, The Eastern Economist, a spokes- 
man of big business said, “It would appear from the general tenor of compensation 
terms that they are fair...” The Eastern Economist, New Delhi, 3 June 1955, o 903. 

Commerce, A Calcutta weekly, commended the compensation provisions in the case 
of Life Insurance Corporation Bill. But this does not mean that the big business did 
not clamour for more compensation under one plea or the other. For instance, in the 
case of the Reserve Bank, the Committee on Chambers of Commerce wanted compen- 
sation “to be paid in cash...on the basis of market value of shares ruling between 
March 1946 and February 1947”, (Report of the Chambers of Commerce Committee, 
Calcutta, 1948, pp. 61-62.) 

This would have given them a much higher price. In the case of air corporation, 
the demand was for the existing price of assets in the international market, as that 
price was fabulously high. (Report of Committee of Chambers of Commerce for 1953.) 
Again, in the case of the Imperial Bank, they demanded compensation on the basis of 
break-up value of the Bank. (bid., Report for 1955, p. 64.) 

Lastly, in the case of the Life Insurance Corporation, the demand was to take into 
consideration the large growth of business after 1954 and to raise the maximum of 
surplus allocated, to 71/2 per cent. Whereas the former demand was granted at the 
Select Committee stage, the maximum of surplus was only raised to 5 per cent. (See 
The Eastern Economist, 9 March 1956: “Compensation to Insurers.’’) 
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As these undertakings are not operating to promote the interests of an 
individual or a group of capital investors, the citizen can exercise an influence 
on them by democratic means through bodies such as supervisory boards, 
administrative boards attached to municipal councils, parliamentary com- 
missions and executive committees of co-operatives, the members of which 
are appointed by a process of democratic election. 


These bodies also determine the policies of their respective undertakings, 
and the directors and managers of collective-economy undertakings are re- 
sponsible to them for the implementation of those policies. 


The bodies responsible for these undertakings, among other things, fix 
prices—at least, prices of particular concern to the economy as a whole—and 
make recommendations on the subject to the bodies with statutory powers 
of decision (Parliament, provincial and municipal councils, etc.). In contrast 
to the position in private undertakings, the representatives of the interests of 
contractors, consumers and employees can through these channels influence 
the conduct of collective-economy undertakings, in particular with regard to 
social and short-term economic questions. 


Collective-economy undertakings are not interested in seeking maximum 
profit; their trading policies are based on the criteria of maximum satisfaction 
of needs. Of primary concern in this respect is the welfare of the community 
as a whole and in particular the protection of persons of limited means. 


The bodies responsible for the determination of policy at the state, 
regional and municipal levels and within co-operative organisations have the 
power, under current legislation (and, in the case of co-operatives, under their 
by-laws) to make use of collective-economy undertakings in order to exercise 
a stabilising and corrective influence on prices and short-term economic trends 
throughout the economy as a whole, particularly in times of recession. The 
State cannot intervene directly and effectively in matters of economic policy 
save through collective-economy undertakings; for private undertakings, by 
their very nature, are unsuitable for such a task. 


The same statutory instrument and by-laws also enable collective-economy 
undertakings to embark on long-term planning and thereby not only to follow 
investment policies appropriate to the needs of the economy as a whole with 
regard to production and supply of' goods and services but also to offer 
substantial social benefits in the form of a considerable degree of security of 
employment up to the retirement’s age laid down under the social security 
scheme. 


A certain number of collective-economy undertakings are monopolies. Their 
position permits them to allocate resources which otherwise would have had 
to be used in competitive self-defence for research into problems facing a 
number of different undertakings or branches. 


It is particularly important that the common features in all the different 
types of entrepreneurial activity carried on by the collective-economy sector 
should be clearly demonstrated, for attempts are continually being made to 
prove that the sector is not homogeneous and to lay emphasis on the variety' 
of legal forms encountered. However, close examination shows beyond all 
doubt that questions of legal.form are of secondary importance in comparison 
with the criteria of economic, entrepreneurial and social policy which govern 
the establishment and operation of collective-economy undertakings. 
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I suggest that any person who is still convinced that the Federal Railways, 
the consumer co-operative movement, a municipal gasworks and a local housing 
co-operative have nothing in common and that there is consequently no 
justification for providing for the representation of their joint interests within 
the framework of the economy as a whole to meditate on these criteria; for 
they are common to all the different branches of collective economy. 


Dipl. Ing. Karl PROBSTING. 


THE FINANCIAL POSITION OF THE POSTAL SERVICES 
IN THE FEDERAL REPUBLIC OF GERMANY 


The increase in telephone and telegram charges in the Federal Republic 
of Germany which took place on 1 August 1964 caused a stir in various 
different circles, and the problem of improving the financial position of the 
Federal postal services was successively examined by members of Parliament, 
specialists called in by the Ministry and trade unionists. In particular the 
Wirtschaftliches Institut der Gewerkschaften (Trade Union Scientific Research 
Institute) has recently produced two interesting studies both of which cate- 
gorically state that if an adequate solution is to be found more emphasis must 
be laid on the fundamental position of the postal services in the economy and 
on the need to recognise it for what it is, namely a collective-economy under- 
taking. 1 


l. Reasons for the Latest Crisis. 


Gleitze studies the causes of the crisis affecting the railways and the coal 
mining industry as well as the postal services. He vigorously attacks ‘the 
governmental authorities for their refusal to countenance any measure of 
planning and their negative attitude towards the public sector of the economy 
(two of the fundamental principles of Mr. Erhard’s economic policy), to which 
he attributes the difficult position of the public sector today. The postal 
services and the railways in Western Germany are not sufficiently well equipped 
to take full advantage of the rapid expansion which technical progress has 
permitted in the industrialised countries. In addition, they have been unable 
to adjust and re-equip themselves in order to take full advantage of the 
expansion markets resulting from the establishment of the European Economic 
Community or to carry through a programme of rationalisation which would 
enable them to operate more profitably. Both should be freed from the 
trammels of administrative procedures and reorganised along more specifically 
economic lines; in particular, they should have capital of their own in sufficient 
quantity (the increasing amount of tax revenue flowing in as a result of 
economic expansion since the war has made it easier for them to obtain this). 
Lastly, Gleitze expresses the regret that the Federal authorities have not 


1 B. GLEIZE: “Holpriger Weg in die Hochkonjunktur 1965” (The path to prosperity 
in 1965 is not a smooth one), in Wirtschaftswissenschaftliche Mitteilungen, December 
1964, pages 265 and 266, and K. ZIMMERMANN: “Zur Frage der Ertragsfähigkeit der 
Deutschen Bundespost” (The profitability of the German Federal Postal Services), 
offprinted from ibid., 1965, No. 1. This note is based on these two articles. 
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devoted to the supervision of these undertakings—which are among the largest 
in the country—a small part of the time and efforts it has devoted to the 
disposal of publicly owned assets. 


Il. Analysis of the Financial Situation. 


The first part of Zimmermann’s article contains an outline of the financial 
position of the Federal postal services. 


(a) As in any expanding industrial society, the postal services (like the 
transport services) have to cope with continuously increasing demand. It 
will be seen from the following table that the sector concerned with the 
transmittal of information has one of the highest sectorial growth rates in 
the entire economy. 


REAL GROWTH RATE OF NATIONAL PRODUCT BY SECTOR 
(Annual percentage growth rates) 





1956 1957 1958 1959 1960 1961 19621 19631 19642 
Gross national 
product ... + 68 +54 +31 +68 +86 +55 +42 +32 +58 
Information . +86 +57 +75 +83 +92 +74 +58 +55 +5.0 
Transport .. + 9.7 +47 —32 +68 +62 +44 +20 +28 +45 
Commerce .. +10.1 +65 +37 +48 +88 +68 +53 +25 +60 
Mining & 
Energy ... + 96 +18 —25 +08 +55 +34 +446 +43 +45 





Source: Bulletin der Bundesregierung, 11 Aug. 1964, p. 1184. 


1 Provisional figures. 
2 Estimates. 


The investment plan indicates that the Federal authorities are making 
investments which they hope will enable the postal services to cope with the 
increase in demand. However, although the actual amount of investment is 
steadily increasing, the actual rate of increase is tapering off. 


INVESTMENT PLAN FOR THE FEDERAL POSTAL SERVICES 


Investments Percentage increase 


Year Gë over previous 
(In million DM) year’s figures 


1962 zur 1,778 = 
1963 ........ 2,033 +143 
1964 ........ 2,329 +14.6 
1965 ........ 2,587 4411 
1966 ........ . 2,153 + 64 





Source: Bulletin der Bundesregierung, 11 Aug. 1964, p. 1185. 
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(b) One factor which makes it difficult to cover costs is the high per- 
centage of labour and staff costs in total expenditure. The figures in recent 
years are given in the following table. 


IMPORTANCE OF LABOUR AND STAFF COSTS IN THE FEDERAL POSTAL SERVICES 


1958 1959 1960 1961 1962 1963 


In million DM 


All expenditure ....... 4,502.5 4,701.2 5,146.3 5,827.7 6,503.6 7,368.3 
Expenditure on labour 
and staff .......... 3,112.8 3,207.2 3,499.4 4,015.3 4,339.4 4,786.3 


As percentage of all expenditure 


Expenditure on labour 
and staff .......... 66.8 65.8 65.4 66.6 64.6 65.0 


Source: Geschdftsberichte der Deutschen Bundespost. 


(c) The main financial problem facing the Federal postal services is, 
however, the gradual running down of capital which results from the appli- 
cation of Article 21 of the Postal Administration Act, which provides that 
62/3 per cent. gross receipts are to be paid to the State. The consequences 
are apparent from the following table. 


OPERATING RESULTS OF POSTAL SERVICES AND PAYMENTS TO THE STATE 
(In million DM) 


Payments to the State 


Balance Results if no 
Year sheet payment made 

results to the State Total Bee Not covered 
1954 -+-135.7 +-304.4 168.7 168.7 
1955 + 158.8 +-397.5 238.7 238.7 . — 
1956 + 344 + 292.6 258.2 258.2 oe 
1957 —131.8 +147.7 279.5 147.7 131.8 
1958 —-116.4 +-187.1 303.5 187.1 116.4 
1959 + 38.6 + 365.4 326.8 326.8 — 
1960 + 70.6 -+-432.9 362.3 362.3 — 
196] 142.5 +245.8 388.3 245.8 142.5 
1962 — 382.0 + 40.3 422.3 40.3 382.0 
1963 — 250.8 -+228.2 479.0 228.2 250.8 


Source: Calculations by the author based on figures in Zeitschrift für das Post 
| und Fernmeldewesen, 25 Apr. 1964. 
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Payments to the State since the 1949 monetary reform have eaten away 
1,270 million DM of the postal services’ capital and given rise to a correspond- 
ing increase in the debt burden. The trend is clearly shown by the following 
table. 


CAPITAL STRUCTURE OF THE FEDERAL POSTAL SERVICES 
(Percentages of balance sheet total) 





1958 1959 1960 1961 1962 1963 





Capital iii 20.7 17.9 16.3 14.4 12.1 9.1 
Reserves ............. 1.0 0.9 0.8 0.7 0.6 0.6 
Total debt commitments 78.0 80.4 81.4 84.0 86.9 89.9 


Source: Op. cit., p. 3. 


(d) In addition, the statutory payments which have to be made to the 
State make financing difficult, as can be seen from the percentage of self- 
financing involved. 


FINANCIAL RESOURCES OF THE FEDERAL POSTAL SERVICES 
(Expressed as percentages of total) 


i O ti 
Eege profit, not Reduction of Finance from 
Year ing payments to including pay- working external 
the State) ments to the capital sources 
State 
1960 .... 44.0 33.4 0.3 66.3 
1901 zu 25.5 15.2 2.0 82.8 © 
1962 .... 22.3 11.5 4.5 84.0 
1963, Ses 32.9 20.3 — 79.7 


Source: Op. cit., p. 4. 


II. Proposed Solutions. 


After analysing the financial position of the Federal Postal Services Zim- 
mermann formulates a number of fundamental principles the application of 
which would in his view permit a financial reorganisation appropriate to the 
essentially collective-economy character of the institution. 


(a) The figures given above clearly show what a heavy burden the 
statutory payments to the State constitute. As they are fixed in terms of 
gross receipts they are payable even in years in which there is an operating 
loss. Clearly, Article 21 of the Postal Administration Act is based on the 
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assumption that the postal services are in a position to earn a sufficient 
profit in every financial year. But the increasing demand on the postal 
services today have radically affected their ability to earn profits and should 
therefore be abandoned on practical grounds. In any case, the very principle 
is objectionable. 


(b) It is important to remember that the postal services are a collective- 
economy undertaking. The importance of their functions is such as to 
make them an essential element of the economic infrastructure, and at the 
same time they satisfy needs shared by the entire community; consequently 
they cannot be operated on a profit-seeking basis. This consideration throws 
a new light on the problem of profitability; the postal services must seek, 
not to earn profits which will enable them to increase their capital, but merely 
to earn a surplus sufficient to maintain the existing capital while at the same 
time making due provision fcr depreciation and interest payments. 


(c) If the postal services cannot accumulate profits, then practically all 
their financial resources must inevitably consist of capital provided by outside 
sources—namely the Federal authorities and the financial institutions. The 
advantage of capital payments by the Federal authorities is that they merely 
require interest payments; there is no capital redemption involved. Apart from 
this, the main problem is that of maintaining equilibrium between long-term in- 
vestment and long-term finance. In this connection Zimmermann considers 
that long-term indebtedness of up to 60 per cent. of the balance sheet total and 
capital representing 35 per cent. of that total would be reasonable targets to 
aim at; the latter percentage should be guaranteed by the State, which should 
undertake to increase the capital in the event of a substantial increase in the 
balance sheet total and to pay compensation whenever losses are incurred. 


(d) In the private sector capital increases achieved by ploughing back 
profits do not give rise to any interest burdens. Zimmermann argues that, 
as a collective-economy undertaking such as the postal services cannot 
follow this procedure, the latter should be allowed a corresponding reduction 
in the rates of interest they have to pay. Gleitze, working on the hypothesis 
that capital and resources obtained by self-financing each represent approxi- 
mately one-third of the financial resources of private undertakings, and think- 
ing along the same lines, proposes that the capital lent by public authorities 
should bear interest at a rate equivalent to half the current long-term interest 
rate. 


(e) Lastly, both Zimmermann and Gleitze demand the abolition of the 
system of payments to the State on the grounds that, whether they are treated 
as a fee for a monopoly concession or as a tax, they are unjustifiable as the 
postal services, by their very nature as a collective-economy undertaking, are 
debarred from earning profits. 


Daniel DE BRULLE, 
In charge of research at ICRICE. 
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IMPORTANCE OF PUBLICLY OWNED UNDERTAKINGS IN BELGIUM 1 


I. Land and Forests 


1. Six per cent. of Belgium’s total land surface is public property. Public 
authorities own and exploit 45.5 per cent. of the country’s forest areas, ot 
which 12 per cent. belong to the State, 0.5 per cent. to provinces and 33 per 
cent. to communes. 


IL Water, Gas and Electricity Supply 


2..Water supply is entirely in the hands of public authorities: 37 per cent. 
of supplies are provided by the National Water Supply Board, 53 per cent. 
by municipal concerns and 10 per cent. by local companies (situation in 1960). 


3. In 1960 the share of inter-municipal administration in gas production 
amounted to 2.3 per cent. On the other hand the share of publicly owned and 
“mixed” companies in the total volume of gas supply was approximately 85 per 
cent., out of which 12 per cent. was supplied by local municipal administrations, 
3 per cent. by purely inter-municipal concerns, 51 per cent. by mixed inter- 
municipal concerns and 13 per cent. mixed-economy companies. 


4, In 1963 public undertakings were responsible for 4.5 per cent. of all 
power production other than production for own consumption. On the other 
hand power distribution has been provided by public or mixed companies 
to the extent of 98 per cent. for low-tension current and 46 per cent. for 
high-tension current. The distribution of low-tension - current is divided 
between the various types of undertakings as follows: municipal and provincial 
administrations 17.5 per cent., purely inter-municipal 12.5 per cent., mixed 
inter-municipal 68 per cent. The corresponding percentage for the distribution 
of high-tension current is as follows: municipal and provincial administrations 
11, purely inter-municipal 31.5. Public and mixed undertakings distributed 
61 per cent. of all electric energy consumed by public authorities in 1963. 


Hl. Housing 


5. During the last ten years public housing institutions and their recognised 
agencies have built between 12.5 and 15 per cent. of the country’s housing. 
Their share in the total investment for housing construction represents 9 to 
10 per cent. If one considers only workers’ housing, the above-mentioned 
institutions have built in 1962, 28.5 per cent. of the total, of which 24.5 per cent. 
were built by the Société nationale de la petite propriété terrienne. 


1 This note has been prepared, under the guidance of Mr. Edmond LANGER, 
Director of Studies at the University of Liége, by university members of the personnel 
of the S.N.C.I. (Société nationale de crédit à l’industrie) and by research workers of 
the Belgian section of the ICRICE. 
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IV. Transport and Communications 


6. All railway transport is provided by publicly owned companies. The 
Belgian National Railway Company (S.N.C.B.) exploits the whole of the 
standard-gauge railway network. The exploitation of the narrow-gauge rail- 
ways is shared between the National Company of Local Railways (S.N.C.V.) 
(62 per cent.) and the mixed urban transport companies (38 per cent.). 


7. The regular services of other regional and urban public transport 
(bus or trolleybus) are likewise operated by public or mixed companies; the 
regional bus routes of the $.N.C.V. (67 per cent. of the network length in 
1964) and the S.N.C.B. (34 per cent. of the rail network length in 1964). The 
remaining bus and trolleybus urban transport is run by the recently set up 
mixed companies for public transport. 


8. Air transport is ensured by SABENA. Public airports are administered 
by the Airways Administration. 


9. With regard to maritime transport, the activities of the Ostend-Dover 
public shipping line must be mentioned. 


10. Certain ports, like Bruges, Brussels and Liége, are run by public 
undertakings. The seaports of Antwerp, Ostend, Zeebrugge ane Ghent are 
under municipal administration. 


11. The Belgian State runs practically all communications: posts, tele- 
graphs and telephones as well as the Belgian Broadcasting and Television 
Company. 


V. Finance, Insurance and Credit 


12. The Belgian National Bank enjoys the privilege of note issue and 
exercises a major influence on the country’s economy through its monetary 
policies. 


13. Since 1962 the National Investment Corporation has been acquiring 
share participations in industry. However it is still too soon to evaluate its 
importance. 


14. In 1963-64, resources available to major public credit institutions—the 
General Savings and Pension Bank (C.G.E.R.), the National Investment Corpo- 
ration (S.N.E), the Communal Credit Bank (C.C.B.), the National Industrial 
Credit Corporation (S.N.C.I.), the National Occupational Credit Fund (C.N. 
C.P.) and the O.C.C.H.—were equal to those of private banks and private 
savings banks. 


15. Similarly, total deposits in public institutions (C.G.E.R., 0.C.C.P., 
C.C.B., S.N.C.I) were roughly equal to those held by private institutions 
(private savings banks, private banks and the Raiffeisen Funds). 


16. In 1963 the C.G.E.R. alone held 71.5 per cent. of all savings deposits 
in the country. 


17. In the matter of credit it is possible to anticipate, according to 
conservative estimates, that in 1963-64 the big public institutions (mainly the 
C.C.B., the SNCI and accessorily the C.N.C.P. and the National Institute 
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for Agricultural Credit) provide approximately 63 per cent. of the nation’s 
credit facilities with about 37 per cent. going to private banks and savings 
banks. 2 


17bis. The C.C.B. should be specially mentioned as it finances directly 
' approximately 60 per cent. of municipal public debt and handles practically 
all municipal banking operations. 


18. In the field of insurance, public undertakings in 1963 disposed as a 
whole of about 11.5 per cent. of the life-insurance premiums; 9.5 per cent. 
were held by the General Savings and Pension Bank and approximately 2 per 
cent. by the Mutual Aid Company of Public Administrations. The latter’s 
principal activity is coverage of municipalities against various risks. 


VI. Miscellaneous 


19. Public cold-storage enterprises, mainly those belonging to the Refri- 
gerating Services Board, amount to 46 per cent. of usable cold-storage space. 


20. Finally one should mention a whole series of economic activities 
exercised chiefly by municipalities in the most varied fields such as: cremation, 
printing and multicopying, tourism, town heating, running ‘of the Francor- 
champs motor circuit, the Highways Department, slaughter-houses, a taxi and 
delivery-van concern (Saint-Gilles), the management of dairies and, more 
recently, regional development. 





2 Other institutions of a social character like the National Pensions Fund for 
Employees grant substantial credits to the economy as a secondary activity. 
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Marcel SARMET: L’épargne dans le Marché commun. (Comparaison 
avec la Grande-Bretagne et les Etats-Unis), (Savings in the Common 
Market—Comparison with Great Britain and the United States). 
Paris, Editions Cujas, 1963, 1v+506 pp. 


Mr. Sarmet’s purpose in giving us the present work is to explore to what 
extent the present circumstances of savings formation in the Common Market 
are compatible with the harmonised growth of the economies of member 
States. This leads him to make a statistical survey of savings in the various 
Common Market countries and the United States and Great Britain. He then 
proceeds to examine the various theories concerning savings formation and 
particularly those relating to household savings. The statistical study and 
the theoretical study complement each other in such a way that a number 
of conclusions bearing on political economy can be drawn. 


In the first part of his work, which consists mainly of a statistical study 
of national savings and the three main components thereof, Mr. Sarmet 
shows all the possible variations in the present circumstances of savings 
formation in Common Market countries. In particular, he is led to note the 
substantial variations between rates of national savings in the different 
countries as well as the per capita savings rate. In Germany savings are 
exceptionally strong. Therefore, in the event that a true economic community 
is achieved—one, that is, where a free flow of capital and labour is ensured— 
it will be essential to set up some kind of guidance policy for savings if one 
of the member countries of the community is not to dominate the economy of 
the whole, which would run counter to member States’ will towards har- 
monised growth. 


After a general examination of national savings, the author turns to the 
role played by savings of private households, business and the State 
respectively. First of all he throws light on the original motives which 
explain the formation of collective savings (public and corporate), apart from 
individual savings. He then examines, in succession, the three main compo- 
nents of national savings, noting also at this level a number of variations 
from one Common Market country to another. From the viewpoint of public 
savings, the case of Belgium is a particular one: unlike the other countries 
“ studied, Belgium is characterised by an almost total absence of public savings. 
Another interesting point, and a rather surprising one, is the extent to 
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which autogeneration of funds varies from one country to another; according 
to the author, this depends to a considerable degree on the nature of the 
tax laws. Furthermore, Mr. Sarmet believes that there is a trend towards 
stabilisation of collective savings, so that saving in private households will 
become increasingly important; he also thinks that this ts the sector where 
the authorities have the most scope for intervention. 


This is the reason why Mr. Sarmet devotes the second part of his study 
to the examination of factors which determine the formation of savings in 
private households. He begins by reviewing some of the theories, from 
J.M. Keynes to M. Friedman, which endeavour to establish the shape of the 
function of consumption (or savings) in private households. He then turns 
to the role of two important factors in this sector of national savings: namely 
income and population. 


The various possible relationships between household savings and income 
are discussed on the basis of a statistical study which is again located in 
the Common Market and Anglo-Saxon countries. The savings rate of house- 
holds and absolute household savings levels per inhabitant are considered 
in turn. Here again the study reveals considerable discrepancies between 
the various Common Market countries, in spite of the general movement of 
rapid growth in savings since 1950. Next, the theories previously set forth 
are evaluated in the light of the empirical observations obtained from this 
study, with the result that the relationship between household savings and 
available income, where undeniable, is now clearly and simply delineated. 
The author is then led to elucidate to what extent the origin of income and 
level of income influences household savings. In this connection he notes 
that variations in household savings follow more closely the variation in 
income derived from property than in employment income; at least, this is the 
case in Europe. It is interesting to note how Mr. Sarmet explains this 
difference between the United States and Europe as depending on the fact 
that financial middlemen are less well equipped in Europe—at least, in some 
European countries—to tap the resources of the wage-earning layer of the 
population. Though this explanation cannot be accepted without reservation, 
it does provide food for thought and the subject is worthy of further research. 


Several other points are then dealt with, particularly the relationship 
between liquid assets and savings, between durable consumer goods and 
savings and between contractual savings and savings invested in real property. 
However, statistical data relating to Europe is insufficient to provide a basis 
for observation, which is generally restricted to the Anglo-Saxon countries. 
The author is nevertheless able to point out that some of the forms of 
investment chosen for savings may influence the amount invested; this would 
seem to indicate the advisability of following partial theories for each distinct 
form of household savings, rather than global theories which endeavour to 
account for the formation of household savings as an indivisible whole. 


Lastly, after having examined the various relationships between income 
and savings in private households, Mr. Sarmet analyses a series of other 
factors that may have some influence in this field: in particular, demographic 
factors, among which the most important are the age of the head of the family 
and the size of the household. This raises the vital problem of the influence 
of demographic expansion on economic expansion through savings. The 
role of sociological factors, such as habitat and occupation, and psychological 
factors, is also taken into account. Now, some of these factors are bound 
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to play a variable role in the formation of savings in Common Market 
countries, not. only to the extent that the sociological structures of those 
countries are already different at present, but above all in relation to their 
predictable varying rate of development. In particular, such phenomena as 
land desertion or the concentration of undertakings can, if they develop very 
unevenly in the countries of the European Economic Community, create or 
even aggravate discrepancies in conditions of savings formation in households. 


Mr. Sarmet concludes by emphasising the explanation of the function of 
savings which he reaches on the basis of all the data examined and the role 
which savings must play in the growth of the European Economic Community. 
This enables him to show clearly what the task of the various national 
authorities should be in regulating savings, considered as a national resource, 
in view of the ultimate purpose of “harmonised growth” envisaged by the 
Rome Treaty. 


Readers will doubtless share the author’s regret that the inadequacy of 
statistical data, particularly for the countries of the European Economic 
Community, have often hampered him in his efforts to verify theoretical hypo- 
theses. In spite of this, his book is an important. contribution to the study 
and verification of the laws that govern the formation of savings and a 
valuable aid in dealing with all the problems raised by savings in the frame- 
work of European unity. 


Albert MINGUET, 


Qualified Researcher of the National Fund 
for Scientific Research. 


Paul BAIROCH, Révolution industrielle et sous-développement (Indus- 
trial Revolution and Underdevelopment), Paris, Société d’édition 
d’enseignement supérieur, Coll. “Développement économique”, 1963, 
360 pp. 


Among the vast literature devoted to the problems of economic growth, 
and more particularly to that of underdeveloped countries, the work of Mr. Paul 
Bairoch deserves to occupy a high place. One must say at the outset that 
it compares favourably with many such books that do no more than re-hash 
ideas already current or set forth theoretical development plans. Based on 
ample documentation, Industrial Revolution and Underdevelopment constitutes, 
on the contrary, a well-constructed: and profound study, clearly expressed, 
precise and completed by an invaluable bibliography. 


Citing England and France as examples, the author endeavours to clarify 
the role that should be attributed to technical progress, to demographic 
evolution, to rising prices and the accumulation of capital in the complex 
process of industrial development. In the second part of his book, Mr. 
Bairoch presents his reasons for considering the increase of agricultural 
productivity as the determining factor in triggering off development. Avoiding 
the dangerous simplification of attributing economic development to a sole 
cause, he proceeds to elaborate an explanatory outline of development eviden- 
cing the mechanics of distribution and the structural elements by the aid of 
which, starting from agriculture, the process of economic growth is primed 
and amplified in other sectors—first at the national level and subsequently 
on an international scale. 
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In the light of the lessons drawn from this analysis of the mechanisms 
which, .in the course of the eighteenth and nineteenth centuries, prepared 
the way ‘for the Industrial Revolution, sparked it off and spread it, the 
author examines in the third part of. his book the reasons for the difficulties 
in “starting-up” in the underdeveloped countries of the twentieth century. 
He treats more paricari of the five obstacles to this “start-up”: 


the demographic situation; 


legal restrictions on the employment of young people and. the swelling 
of the tertiary sector; 


the difficulty of introducing very advanced techniques among backward 
peoples; 


the cheapening of transport in so far as it intensifies the competition 
of older developed countries; ` 


the high cost of industrial investment. 


This study of the growing pains of the underdeveloped countries leads 
Mr. Paul Bairoch to show that a more or Iess spontaneous movement of 
general growth .among them is highly unlikely. .He concludes in stressing 
that the fundamental data concerning development have, since the eighteenth 
century, undergone important changes and that nowadays the mechanics of 
growth depend on outside help and cannot be separated from strongly in- 
tensified “complex and coherent measures of long duration” Im 210) if not, 
indeed, integral planning. 


We must particularly stress the value of Mr. Bairoch’s work on the 
methodological plane. Apart from various theoretical examples clarifying 
the. problems met, there is a remarkable wealth of concrete examples and 
statistical information; far from being content to draw his references and 
proofs from a few basic works, the author has frequent recourse to original 
documents. His historical appendix relative to French and English examples 
is, in this respect, a model of its kind. 


In his “General. Introduction”, Mr. Bairoch makes it clear that he does 
not intend to develop an over-all theory of economic growih--a complex 
process which “must not encroach on the domain of sociological, institutional 
and political aspects” (p. 8). From this viewpoint it is understandable, the 
field, of investigation being so restricted, that the author should have deli- 
berately excluded “certain social and political aspects” (p. 8). 


_ However, it should be asked whether, apart from all general theorising, 
an. ‘approach to development problems such as exist today should not accord 
a more‘ important role to political and social factors. In fact, it suffices to 
mention the bearing of primary product prices, outside aid and commercial 
traditions to indicate the underlying influence of political considerations in 
the economic evolution of underdeveloped countries—indeed, one could multiply 
examples in this regard. It seems to us that more systematic consideration 
should iricreasingly be given to social and political aspects in studies relative 
to underdevelopment. 


Urbain DESTREE, 


Scholar under the National Fund 
for Scientific Research. 
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Guy TRIOLAIRE, Cofit de la distribution et formation des prix (Distribu- 
tion Cost and Price Formation), Recherches Economiques No. 11, 
Paris, Sirey, 1965. 11+174 pp. 


This work by Mr. Triolaire is of particular interest in that he covers 
practically unknown ground. 


In this study the author reviews the principal surveys made in the field 
of distribution costs. He does not, however, limit himself to a collation of 
ideas already circulated, but rather, by his own analysis of facts, he arrives 
at conclusions that represent an advancement of knowledge. 


In his Introduction, Mr. Triolaire defines the limits of his researches: “It 
concerns the study, within capitalist economies, of the mechanism of price 
formation during the process of bringing consumer goods from the producer 
(or importer) to the final consumer through the distributive sector” (p. 6). 


The book is divided into two parts. The first comprises a study of 
factors determining the formation of commercial margin at the level of the 
distributive undertaking; the second broadens its scope to consider the 
distribution sector as a whole. and examines the global economic effect of the 
existence of all these margins in distributive undertakings, i.e. the global 
cost distribution. 


In Part I the author analyses successively the conditions holding good 
for costs and those holding good for demand and which govern the formation 
of prices in a distributive undertaking. By his study of costs, the author 
concludes that “most stores find themselves in a phase of increasing yields 
and that they are of less than optimum size” (p. 37). This latter point 
is above all determined by the conditions of demand, which is studied in 
Chapter II. 


Chapter III studies the fixing of prices in a distributive undertaking. The 
author finds that, in practice, the “full cost” method is adopted, which 
consists of calculating a selling price by adding a proportional margin to the 
purchase price. This margin often has a customary character and results 
in an empirical price-calcu:ation, which is thus a consequence of the 
complexity of the conditions relating to costs and demand. The author 
shows, however, that this procedure is not contradictory to marginal analysis 
and that the technique of “full cost” can serve as a basis for a rational 
method of price-calculation. 


In Part II Mr. Triolaire attempts an evaluation of the global cost of 
distribution. But for lack of statistical documentation on this point, the 
author has, almost exclusively, to be satisfied with indirect means of cost- 
assessment in the distribution sector, such as the proportion of the active 
population employed therein, or the ratio of commercial establishments to 
the population. | 


He tries, however, to evaluate the cost of distribution in monetary units 
by the added value of the distribution sector. For France, the following 
figures are taken from the interindustrial trade tables established by the 
Economic and Financial Study Service of the Ministry of Finance, for the 
year 1956. 


414 . BIBLIOGRAPHY 
Eeer 


Influence of distribution on household consumption in France 1 


Commercial’, margins 
as a percentage of 


Branches household consump- 
tion 
Agricultural products ................ 35 
Products of the agricultural and food 
SEI, 2 send. e ‘22 
Solid fuel (mineral) ............. Ee ag 43 
Machines and electrical appliances .... 31 
Automobiles and cycles .............. 22 
Pharmaceutical products .............. 52 
EEN teg See Ee 29 
Leather goods ......................, 28 
Furniture and bedding ................ 30 
Paper and cardboard ................ . 30 


Newspapers, periodicals and. books .... 33 


ka Extract from table No. 20, “Influence of Distribution on Household Consumption”, 
D. + 


Evaluations of commercial margins in different countries are difficult to 
compare. The only conclusion the author can reach is that “the cost of 
distribution is of the same order in France as in neighbouring European 
countries... As for the United States, the part absorbed by distribution is 
certainly higher than in European countries” (pp. 108-109). Mr. Triolaire sets 
it at about 40 per cent. in the United States as against 35 per cent. in France. 


Finally, he analyses retail price fluctuations over short. and Jong terms. 


On short term it is seen that price fluctuations are generally less important 
at the retail than at the producer and wholesale levels, and that retail prices 
are more rigid on a falling than on a rising market. This is explained by 
the cost structure, the characteristics of demand and the behaviour of inter- 
mediaries. 


On long term, price variations depend on the number of services provided, 
the development of productivity and that of the competition. It is found that 
the latter factor does not always conduce to a fully developed commercial 
structure. Furthermore, the system of commercial ownership, the fiscal 
system and the system of fixed prices often result in an augmentation of the 
cost of distribution. 


In conclusion, the author presents a scheme of distribution ensuring a 
rational price formation and maximum efficiency. 


K. MAASSEN, 


Scholar under the National Fund 
for Scientific Research. 
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THREE BOOKS ON SOVIET ECONOMY 


Henri DENIS, Professor at the Faculty of Law and Economic Sciences 
of Paris, and Marie LAVIGNE, Chief Assistant at the Faculty of Law 
and Economic Sciences of Strasbourg, Le Probléme des prix en 
Union Soviétique (The Problem of Prices in the Soviet Union), 
Paris, Cujas, 1965, 254 pp. 


The problem of prices and the various implications thereof have always 
been one of the major preoccupations of Soviet economists, whose opinions 
are singularly divided as to the theoretical and practical solutions called for. 
There has been much discussion both in the pages of economic periodicals 
and at meetings and symposia organised by higher educational institutes, 
research institutes and groups of economists who follow this or that trend 
and most of whom occupied or still occupy important posts in the national 
economy. We have already referred, in the Annals, to the repercussions of 
such discussion (cf. in particular 1963, No. 4, pp. 606-608 and 1964, No. 4, 
279-286). 


The authors of the book depict the present controversy among Soviet 
economists on the subject of the. price problem, which is all the more acute 
by reason of the recent trend, among the political leaders of the Soviet Union, 
away from scientific dogmatism. However, since it is necessary to under- 
stand the mechanism of price determination in order to follow the development 
of this controversy, the first chapter is devoted to an explanation of that 
mechanism. 


After an introductory note on current principles of price formation in the 
USSR, as laid down by the plenary meeting of the Central Committee of 
the Communist Party of the Soviet Union (Resolution dated 12 February 1927), 
the first chapter, entitled “Price Planning”, deals with the study of retail 
prices, with the following subdivisions: the mechanism of retail price deter- 
mination, sales tax as an element of price determination, policy in regard to 
retail prices. Points worthy of note are that sales tax plays a decisive role 
in price determination, so much so that Soviet economists generally link their 
criticism of prices with that of the fiscal system, and that in the USSR, the 
demand always “precedes” the supply and “comes before” production. 
Wholesale prices pose quite other problems. The author reviews succesively 
the mechanics of wholesale price determination (rules for determining costs, 
inclusion of transport charges, prices in the mining industry, prices in the 
heavy processing industry), policy in regard to wholesale prices: (price 
movement before 1960 and the revision of wholesale selling prices 1961-62) 
and, lastly, prices in the agricultural sector. These were formed empirically 
until 1958, and their rationalisation since then has led to a complex system 
of price control: the State’s purchase prices for agricultural products, price 
of means of production supplied to agriculture, retail prices of various 
agricultural products, real costs being higher than apparent costs due to 
undervaluation of the material means of production and of labour costs. 


The principal criticisms levelled by Soviet authors at the existing price 
system and the suggestions they put forward for its reform supply the 
subject-matter for the two following chapters. 
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We know that much discussion has taken place among Soviet economists 
on values and prices, notably in 1957, 1958, 1962 and 1964. In the present 
work, the complaints of Soviet authors against the price system are properly 
classified under two main headings: criticism of price policy and criticism 
of method. The first comprises undervaluation of the means of production, 
considered as reprehensible by a whole group of economists with Professor 
V, Sobol at their head, and the notions of those who favour an. “active” 
price policy, like Professor V. Diacenko, the economist E. Libermann and 
the academician V. Trapeznikov. Criticism of method resolutely attacks errors 
in the determination of wholesale prices due to uncertainties in production 
costs, to unevenness in these prices, to vagueness on norms of product 
quality; we find here the names of R.I. Dmitrieva, V.D. Belkine, S.Ja. Tureckij 
and the academician V.S. Nemtinov. The determination of retail prices is 
also subjected. to occasionally sharp criticism, bearing mainly on distribution 
costs as elements of retail prices and the adjustment of demand to supply 
through prices. Moreover, as the authors rightly say at the end of the 
second chapter, “imperfection of method is not the only charge brought; 
it is the whole planning structure that requires review and reform”. 


Chapter III covers the proposals advanced by Soviet economists for the 
reform of the existing price system. Veritable “schools” having arisen around 
this subject, we find described in the unfolding of this chapter the school led 
by the. academician S. Strumilin, with a price-construction system (established 
in 1928) based on the idea that prices should be rigorously proportionate to 
the product’s cost in labour. The theory of value and its calculation in 
practice, the exploitation of position estimates! and also some examples are 
set forth with care and precision. The concepts of what is known as the 
Soviet marginalist school, whose leaders are L.V. Kantorovié and V.V. 
Novozilov, with the academician V.S. Nem£inov as patron, are diametrically 
opposed to those of the previously mentioned school; Kantorovit’s “object- 
ively determined evaluations” and the “national economic cost” (socialist 
version of marginal cost) are successively reviewed. Let us note here that 
NemCinov, Kantorovit and. Novozilov were recently awarded the 1965 Lenin 
Prize for their scientific elaboration of a method of linear programmation 
and economic models of planning and economic analysis, in the framework 
of the march towards Socialism. We also note the often violent criticisms 
of L. Gatovskij, A. Bojarskij and G. Konrod against these ideas. 


A third school, that of the “price of production”, proposes that prices be 
determined by adding to the cost supplements proportional to the amount 
of capital invested in the production industry. We see, in the relative study, 
an exposition of the general principles governing this theory, practical 
examples of calculating the “price of production”, its application by manage- 
ment, the controversy over E. Libermann’s propositions and the question of 
the criterion of investment efficacity. The latter part of this chapter intro- 
duces us to the conservative and eclectic trends and to the final proposals 
of the academician, Nem£inov, who died in 1964. 


From the fourth and last chapter we draw lessons of the broadest scope 
from the discussions and propositions reviewed in the preceding chapters. 


1 What is meant is the use in price calculation of various position estimates: the 
balance between production and distribution factors (published for the first time in 
1961 for the year 1959), expenditure on labour (published for the first time in 1962 
for i959), etc. 
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Headed “Rational Prices and the Theory of Value”, this chapter authoritatively 
distinguishes between what is valid and what is false in marginalism. We 
find in it a thorough study of the following problems: the condition for 
maximum use of indirect labour, supposing a uniform delay in making it 
effective; the condition for maximum use of indirect labour generally; the 
achievement of this condition by equalising marginal yields of monetary 
investment; the importance of achieving equalisation of average profits; 
permanent income and optimum allocation of the land; optimum production 
and the fixing of product prices; the superiority of a system of pricing that 
_takes interest on outlay into account; optimum production capacity and the 
law of value; the problem of the best possible use of existing means of 
production; the problem of selecting investment efficiency norms; the essential 
role of investment planning in the development of a socialist society; ar 
respective role of the planner and of the market in the process of price fixing; 
the need for a new synthesis of price theories. 


A list of major works of synthesis recently published in the USSR on the 
problem of price determination completes this book, rich in substance, based 
on ample, judiciously selected documentation and written with equal talent 
and competence; though we may regret the absence of an index. 


V. PARDIGON. 


S. WELLISZ, The Economies of the Soviet Bloc. A Study of Decision- 
Making and Resource Allocation, New York, McGraw-Hill, 1964, 
245 pp. 


‘Stanislaw Wellisz was born in Warsaw. in 1925. A Harvard Ph.D. in 
economics, he has also studied at Cambridge University and has written 
many articles on economic planning, drawing on his experiences in Eastern 
and Western Europe and India. After lecturing for nine months at Warsaw 
University in 1960, as well as at the Economics Institute of the Polish 
Scientific Academy and the Warsaw Central School of Planning and Statistics, 
he is now an associate professor at Chicago University. 


This is not a book for experts on “Sovietology”, though it may provide 
them with food for thought and much interesting data. It is written 
primarily for those who wish to learn about the economic life of the countries 
behind the Iron Curtain: how it is influenced by the Communist Party; 
planning aims and methods; the respective roles of consumer and worker. 
An attempt is made to show, in a general way, how the Soviet economic 
system ‘operates, how planning decisions are reached and. how they are 
translated into reality. Historical descriptions and comparisons with free 
enterprise economies are kept to a minimum and serve only to clarify the 
analysis. Most of the information on the Marxist justification of the system 
is taken from Russian sources, while that which illustrates the way in which 
the system functions is mainly, though not wholly, based on Polish experience. 
This is because Poland is the least secretive of the countries in the Soviet 
bloc when it comes to imparting information about economic operations. 
Nevertheless, the author has endeavoured to delineate the economic system 
of the Soviet bloc as a whole and not merely the peciliar features of any 
single country. 
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After defining, in Chapter I, his aim in writing this book and the methods 
he has used, the author describes the process of decision-making in totalitarian 
countries: how it works, who is involved, how it is related to political 
objectives. He explores the peculiarities of a Soviet-type economy: planning 
and how it is linked with administration; the supremacy of the Communist 
Party; how decisions that affect the national economy are reached, in the 
light of the Soviet doctrine that interpretation of the social good is an 
exclusive prerogative of the Party, whose ultimate aim is and always will 
be the inviolable reign of Communist power. 


Chapter IH examines the respective positions of worker and consumer, 
after first comparing capitalist and socialist economies and conceptions. In 
a study of labour, salaries and wages, light is thrown on the contradictory 
situation arising out of the clash between the Marxist theory of payment 
according to one’s needs and the Leninist principle of payment according 
to the quantity and quality of the work produced. The solutions adopted 
in practice are set forth, showing how the consumer is affected by the 
principle which says that the role of the Socialist economy is not restricted 
to adapting itself passively to the tastes and behaviour patterns of the 
consumer, since the Socialist community, represented by the central planning 
authorities, has its say as to what needs must be protected and satisfied. 
On the basis of mainly Polish documents, the author concludes that a 
harmonious unitarian society is an impossible hope and that the conflict 
between producers and consumers has merely been replaced by a permanent 
conflict between consumers and the all-powerful authorities who preside 
over the distribution of goods according to their own notions. 


Long-term planning and so-called “perspective” plans form the subject- 
matter of the following chapter which is divided into various sections: purpose 
and targets of long-term planning; techniques; determinism and voluntarism 
in such planning and the selection of goals for economic development. Long- 
term plans provide a general view of the edification of Socialism as it is 
envisaged by those responsible for guiding the nation, while the details of 
execution are contained in the short-term economic plans and institutional 
plans (Chapter V). 


As is well known, the aim of short-term planning is to determine the 
most effective way of exploiting the resources available in the country, in 
conformity with the targets set up in the relevant five-year or seven-year 
plans. The author describes the preparatory work of drawing up these 
short-term plans; the process of material balancing (equilibration or adjust- 
ment) by the method of successive approximations according to Leontiev, 
and other similar methods; the execution of short-term plans and how they 
affect the social undertakings; the over-all financial plan and its implications; 
how the execution of plans is supervised; the problems and difficulties of 
short-term planning and, more particularly, the conflicts caused by the dual 
nature of planning. 


Chapter VI explains how an economy of the Soviet type is run: how the 
undertakings carry on their activity in the framework of a complex system 
of directives that are often contradictory and incentives that take on many 
shapes.1 The difficulties caused by the lack of co-ordination between the 


1 It is interesting to note how the laws of countries in the Soviet bloc emphasise 
the Socialist nature and role of economic undertakings by invariably referring to them 
as “the social undertakings”. (Transl.) 
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material production plan and the financial plan are then discussed, showing 
how conflict arises in a system which, in theory, should have abolished all 
conflict. Finally, the author reviews the system of directives and incentives 
and the structure and nature of inventories, considered as a barometer of 
economic imbalance. 


The seventh and last chapter deals with efficiency, wastage and loss—a 
subject on which the views of capitalist and socialist economic experts are 
often diametrically opposed—and the problems of labour, investment, direct 
subsidies and the planned distribution of resources among the various sectors 
of the national economy. 


A fairly detailed index completes the book. 


G. W. NUTTER, The Growth of Industrial Production in the Soviet 
Union, Princeton University Press, 1962, 706 pp. 


In his research for this important work, G. Warren Nutter, Acting Chair- 
man of the Department of Economics of the University of Virginia had as his 
main assistants Israel Borenstein and Adam Kaufman. 


The study covers a period of 40 years, from the Revolution to our time. 
The author has endeavoured to provide a history of the development of 
Soviet industry, its main trends and fluctuations, supplemented by many 
comparisons with Tzarist Russia and the United States as regards industrial 
production volume and labour productivity and based on ample and varied 
documentation which he interprets with prudence and sagacity. 


The first chapter is an introductory one and contains an historical sketch 
of the period studied. From 1913 to 1955, the author distinguishes two 
main epochs: the pre-plan era from 1913 to 1928 and the period of the five- 
year plans, from 1928 to 1955. The former is divided into two parts, the 
period of war Communism (1913-20) and the NEP period (1920-28), while 
the rhythm of the second is governed by a succession of five-year plans. 


The following chapter is devoted to Soviet statistics, both known and new 
to us: their general characteristics are described, with a rapid review of the 
Soviet system of gathering statistics and a critique of their validity. Due 
light is thrown on erroneous reports, defects, distortions and correspondence 
among the various statistics published within the country; there follow some 
general considerations on Soviet statistical data and the difficulty of making 
a valid comparison with American data. 


Chapter three consists of a study of Soviet production: its breakdown, 
quality and variety. Then comes a review of long and short-term variations 
in quality, examples of quality improvement, examples where quality has 
remained stationary or has deteriorated, industrial materials, machinery and 
equipment, major consumer goods. The author concludes that, generally 
speaking, industrial products are less complex and less varied in the Soviet 
Union than in the West, but that some sectors are favoured (for instance, 
metallurgy, machinery, war material and munitions), while others are badly 
neglected. In this connection, a significant anecdote is related: during the 
Second World War, a military attaché of a Western Power had assisted, with 
his Ambassador, at the repulsion of an enemy formation by an anti-aircraft 
battery. As an artillery officer, he was greatly impressed by the quality 
of the material and the rapid and effective way in which it was used. He 
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then wished to light his pipe; and, having broken a dozen matches or so 
before it was alight, remarked that it was astonishing how “a nation that 
makes such excellent cannon could produce such poor matches" 3 curious 
variation on the famous fable of Aesop. 


The author has examined the various trends which have shaped the 
growth of production in a number of industries, considering first of all the 
whole of the Soviet régime in comparison with the Tzarist period (1913-55 - 
as against 1870-1913) and then going on to the pre-planning era (1913-28) 
and finally the period of the five-year plans (1928-55). He then turns to the 
general phenomenon of retarded growth characteristic of Soviet economy in 
the periods 1928-40 to 1940-55 and 1928-37 to 1950-55. 


In the fifth chapter, we come up against more complex evaluations of 
the total growth [of the economy] and the problems inherent in establishing 
them: determination of indices, peculiarities of systems of evaluation in regard 
to production costs, direct and indirect estimates, bases on which estimates 
are made, how new products are introduced [into the statistical framework], 
the particular cases of industrial machinery and equipment, comparison of 
American production indices with those of the Soviet Union and those 
established by various Western specialists. 


An analysis of the total growth trends of industrial production occupies 
Chapter VI, where we find the following problems: variations in growth rates, 
structure of the growth rates, industrial and territorial expansion, growth- 
population ratio, increased employment in industry, higher work unit 
productivity and comparison of the author’s estimates with those put forward 
by other Sovietologists. 


After sketching in the broad outlines of this development, the author 
examines in detail the period before the five-year plans were introduced, 
then the first and second five-year plans; the disappearance of small-scale 
industry; the over-all expansion of the economy; the yield from machinery 
arid industrial equipment; cycles of growth in industrial production; the 
measure of success in implementing the plans; the third five-year plan; 
the development of the economy in general and the mobilisation effort. In 
the post-war period, the estimates of war damages are reviewed, then the 
recovery of industrial strength between 1945 and 1950 and production expansion 
from 1950 to 1955. Then comes the sixth five-year plan, which lasted less 
than two years and was replaced in 1959 by a seven-year plan, it having 
been recognised that the goals set in 1960 were too ambitious for the real 
economic potential of the country. 


Chapter VIII is given over to a comparative study of the Soviet Union 
and the United States: industrial production, population and productivity, 
production in relation to employment, comparison of production levels, the 
population-employment ratio, some structural comparisons, comparable growth, 
productivity backwardness in the Soviet Union as contrasted with the United 
States. | 

In the ninth and last chapter, the author recapitulates his work, placing 
Soviet industrial growth in its framework of employment and demographic 
growth, and compares the Soviet Union with the United States in a general 
way. 

The book also contains an important Appendix section: technical notes, 
productivity table, employment, value and population data, production indices, 
productivity figures for the United States, official Soviet data on industrial 
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production. The statistical tables and graphs are listed at the beginning 
of the book; the general Index is also excellent. The bibliography consists 
of two separate parts: Sources relating to Russian and Soviet data: 


A. Russian books and pamphlets (Nos. 1-302); 
B. Russian periodicals and newspapers (Nos. 303-419); 
C. Books and articles in Western languages (Nos. 420-596); 


Sources relating to American data: (Nos. 597-656). This enumeration alone 
is sufficient to give some idea of the vast documentation consulted by the 
author in writing his truly monumental work, whose interest is undeniable. 


V. PARDIGON. 


2. Co-operation 


Moncef GUEN, La Cooperation et PEtat en Tunisie (Co-operatives and 
the State in Tunisia). Preface by. Ahmed ben Salah, in the series 
Economie et travail published by the U.G.T.T., Tunis, 1964, 101 pp. 


Mr. Moncef Guen, who was for some time assistant director of Co- 
operatives at the State Secretariat for Planning and Finance of the Tunisian 
Republic, has devoted to the problems of relations between Co-operatives and 
the State a book of modest size but of extreme interest—the more so in that 
it is prefaced by Mr. Ahmed ben Salah, one of the oldest and most influential 
associates of Mr. Bourguiba and also former secretary-general of the Tunisian 
Workers’ General Union and now for some years Secretary of State for 
planning and finance. 


The first part of the book is purely descriptive, reviewing the history of 
co-operatives in Tunisia and describing, very frankly, the obstacles encountered 
in their development—obstacles as much of an institutional as of a sociological 
nature. 


The second part, more original, is given up to an examination of the State’s 
attitude towards co-operatives; first generally and then more especially in 
Tunisia, and retraces the efforts made there in various fields (credit-co- 
operative formation, etc.). 


The third part depicts the place reserved for co- operatives in the economic 
and social construction of Tunisia. 


Undoubtedly, for Mr. Guen, the State of Tunisia cannot be purely co- 
operative on the economic plane, but he nevertheless reserves pride of place 
for the co-operative movement not only in this sphere but also in the social 
field. 


He says: “It is expedient to stress that following the fundamental choice 
of the ten-yearly forecasts,.the Tunisian economy will be tri-sectoral: the co- 
operative sector will have to co-exist with the public and private sectors. 
Fauquet’s conception is thus illustrated. But this does not mean that the 
co-operative sector cannot predominate, if its dynamism and adaptability are 
proved. Moreover, even should it be no more than one among other sectors 
in the economy, it would be up to it to inspire, by its character and methods, 
the whole of society.” 


This brief analysis only imperfectly indicates all the interest attaching to 
Mr. Moncef Guen’s book, a book that contains one of the clearest and most 
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concrete visions of the future reserved to the co-operative movement in 
developing countries. 


André HIRSCHFELD. 


3. Labour and the Trade Union Movement 


À. REES, The Economics of Trade Unions, Cambridge, Nisbet and 
Cambridge University Press, Economic Handbooks, 1962, 210 pp. 


This analysis of the trade union movement in the United States does not 
treat it exclusively from the economic viewpoint, as the title of Mr. A.. Rees’s 
book might suggest. It is rather a very comprehensive review of the different 
aspects of American trade unionism in which the author deals not only with 
economic questions but also with matters relating to history, sociology and 
the relations between trade unionism and the political world. 


On the doctrinal plane, Mr. Rees brings. out the essential difference 
between American and European trade unionism, even if the historic origin is 
the same in each case: low wages and instability of employment. 


Whereas in Europe the unions are organised and generally act within 
groups constituted by political parties and the consumer co-operatives, in the 
United States they are formed as autonomous organisations that have no 
direct link with political formations. Furthermore, in Europe the unions 
have largely overstepped the bounds of purely professional action and aim at 
political objectives defined as the juridical and economical reform of society; 
in the United States on the other hand, this consideration is altogether 
secondary. Trade unionism conforms to the system of private enterprise and 
looks in the first place to the improvement in living conditions—in the wider 
sense of the term—which of course figures also in the programme of European 
unions but in a manner that parallels their doctrinal objectives. 


By way of synthesis one might say that trade unions in the United States 
act on constantly renewed short-term plans which bear on the improvement 
of living conditions, whilst in Europe this same action is conducted co- 
incidentally with middie-term action designed to provoke radical changes 
in the structure of society. 


It is not surprising to find a very considerable similarity of means used 
by unions in the United States and in Europe for the improvement of working 
conditions. Strikes remain the main weapon and their use in America is bound 
by the’ same conditions as in Europe. They are efficacious in times of full 
employment where the employer balances loss of profit due to the strike 
against the loss that would result from an increase in salaries, apart from his 
concern to retain workers who see the possibility of being offered higher rates 
of pay in other fields of activity. But when the pulse of the economy is slow, 
industrial activity diminishes and employment levels drop, so that Strikes lose 
most of their effect. 

One of the essential preoccupations of trade unionism is to monopolise the 
labour supply, thus becoming a necessary intermediary between the contracting 
parties—workers and employees on the one hand and management on the 
other. This preoccupation ts expressed in the practice of the “closed shop” 
which obliges ‚the employer to recruit only union workers, and differs from 


BOOK REVIEWS 423 





the “union shop” which leaves the employer free to engage anyone he likes, 
although requiring that personnel engaged should join the union after a 
certain lapse of time—generally 30 days. The practice of the closed shop has 
been prohibited by the Taft-Hartley Act and at present, according to the 
author’s estimates, nearly three-quarters of employer-union agreements are 
based on the union shop system which gives the unions considerable nego- 
tiation strength. 


Mr, Rees analyses the improvement in working conditions mainly in the 
light of union policy in the matter of remuneration. According to the author, 
this policy is a set-back for the workers and injures the American economy. 
In effect, it results in raising the level of pay of the highest-skilled workers, 
that is to say, of those who would, in the absence of any union organisation, 
benefit from the increase in production. For the less skilled or unskilled 
workers, repeated demands for wage increases provoke investment in labour- 
Saving devices, resulting in middle-term unemployment. 


In other cases, by the force of high wages and “feather-bedding” (employ- 
ment of labour in excess of that required by the production capacity of the 
enterprise) the unions disrupt the growth of the high productivity sectors by 
depriving them of the labour force they need. Over-all, this results in a misuse 
of national resources. 


In conclusion, Mr. Rees does not favour unions as organisations qualified 
to negotiate wages. More generally, he accepts unionism only as a means 
for organising the labour force in formations that do not contest the juridical 
structure of the American economy. This is a very negative attitude. 

On the positive side, Rees would like unionism to be “a social conscience”: 
a sort of “conscience” of the nation, to recall to it that there are problems 
to be resolved relative to working conditions and the life of employees. 

The future of unionism seems to him to be doubtful, having regard to the 
constantly increasing numbers of salaried employees in the tertiary sector, 
which is reputedly allergic to all union affiliation. 

To sum up: an interesting book but more an expression of the authors 
personal opinion than an analysis of objective reality. 


A. PAHAUT. 
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THE ROCHDALE PRINCIPLES AND THE INTERNATIONAL 
CO-OPERATIVE ALLIANCE = 


by Paul LAMBERT, | 
Professor at the Faculty of Law of Liège University 


Part 1: Main Inquiries and Decisions of the 1.C.A. 
concerning the Principles 


The Twenty-second Congress of the I.C.A., Bournemouth, October 
14th-17th, 1963, adopted the following resolution: 


“The Congress asks the Central Committee— 


to constitute an authoritative commission to formulate the funda- 
mental principles of activity of co- operation under modern 
conditions; 


to empower the commission to study which of the principles of the 
Rochdale Pioneers have retained their importance to the present 
time; which of them should be changed, and how, in order to 
contribute in the best manner to the fulfilment of the tasks of 
the Co-operative Movement and, finally, which of theni have lost 
their importance and should be substituted by others; 


to empower the commission to formulate new principles-of co- 
operative activity; 

to include in the agenda of the 23rd Congress of the Alliance consi- 
deration of new principles for the activity = the Co-operative 
Movement; 

to empower the Executive to request the National Co-operative’ 
Organisations, members of the I.C.A., to send their proposals 
on this subject; 

to ask the Central Committee to consider the proposals of the 
National Co-operative Organisations and those of the commis- 


sion at a meeting preceding the 23rd Congress and to submit its : °- 


opinion to the Congress.” 


Centrosoyuz, Moscow, which presented this resolution, based its 
case on certain observations—-many co-operatives sell below the average 
market price; dividend on purchases represents an unjust distribution 
when the co-operative sells to non-members, and because of this the 
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dividend is reduced or suppressed; cash sales are abandoned nearly 
everywhere; religious and political neutrality is no longer applied by 
all co-operatives. Thus, Centrosoyuz claims that it is necessary to 
elaborate new principles, but did not indicate in what way. (Agenda of 
I.C.A. Congress, 1963, pages 76-78.) 

Intervening in the debate, Mr. Marcel Brot, former President of the 
1.C.A. expressed the view that nothing ought te be changed in the 
Rochdale Principles. He recalled that the London Congress, 1934, and 
Paris Congress, 1937, had distinguished between essential and non- 
essential principles. But he was, himself, not opposed to a new inquiry 
on the application of the principles. The substantial vote which 
followed represented three different viewpoints— 


1. Those feeling that it was necessary to modify substantially the 
Rochdale Principles; 


2. Others considered that no change was necessary in the Rochdale 
Principles, but the wording in the rules of the Alliance could 
or ought to be changed; 


3. For the third group neither the principles nor the terms ought 
to be changed but it was proper that a new inquiry should take 
place regarding their application. 


In preparation for the London Congress, 1934, a special committee 
had made an historical examination to establish exactly what were the 
Rochdale Principles. Yet, although in many ways remarkable, this 
research gave an excessive importance to without doubt an excellent 
but indirect source, The Story of the Rochdale Pioneers, by George 
Jacob Holyoake and neglected an important direct source, to which 
Holyoake had made allusion, the second version of rules of the Rochdale 
Pioneers’ Equitable Society, 1854. This omission explains why in 
particular the committee did not observe that the disinterested dis- 
tribution of the collective assets is a Rochdale Principle. 

Further, the committee wrote in 1934 “Trade with non-members 
was not definitely anticipated by the rules or by the administrative 
regulations that we have been able to consult” (Report of the 14th 
Congress of the 1.C.A. London, September 4th-7th, 1934, pages 164-165) 
but, as we shall see, the second paragraph of article 11 of the 1854 
rules anticipated explicitly trade with non-members. t 

Further, the committee by means of questionnaires, inquired into the 
application of the principles. But the inquiry was conducted almost 
exclusively among consumer societies (See “The Present Application 
of the Rochdale Principles”, Report of the Special Committee, 14th 


, Congress, London, September 4th-7th, 1934, pages 143-174). 


The London Congress did not accept this attitude; it charged the 
Special Committee to widen its inquiry and it was finally the Paris 


1 This second paragraph of article 11 of the rules—we will return to it again— 
contains another Rochdale Principle, the prohibition to return to members the profits 
realised on the operations with non-members. 


THE ROCHDALE PRINCIPLES AND THE I.C.A. 445 
lesa 2 nag faa a e 


Congress of 1937 which approved of the report entitled, “The Present 
Application of the Rochdale Principles of Co-operation”. This text 
has been reproduced by the efforts of the I.C.A. in September 1964 and 
will serve as a starting point in the work of the Commission on Co- 
operative Principles, named by the Central Committee, acting on the 
resolution of Bournemouth. In fact, the Central Committee has decided 
that the task of the Commission will be “to determine to what extent 
the Rochdale Principles as they were defined by the I.C.A. Paris 
Congress, 1937 are observed in our times and the reasons why they 
cannot be” (Review of International Co-operation, January 1965, page § 
our italics). 


Further, let us reproduce the conclusion of the report of 1937. 
“The observance of Co-operative Principles depends on the adoption 
and practice of the first four of the seven Principles, viz., 


L Open membership. 
II. Democratic control. (One man, one vote.) 


III. Distribution of the surplus to the members in proportion tc 
their transactions. 


IV. Limited interest on capital. | 
In the opinion of the Committee the remaining three Principles, viz., 


V. Political and religious neutrality, 
VI. Cash trading, 
VI. Promotion of education, - 


while undoubtedly part of the Rochdale System, and successfully 
operated by the Co-operative Movement in the different countries, are 
however, not a condition for membership of the 1.C.A.” 


However, the Committee has examined other basic principles not 
expressly included in the Rochdale Rules. 


1. Trading Exclusively with Members. 


It is considered that this principle is “inherent in the Co-operative 
Idea” and that the increasing transactions of primary consumer co- 
operatives with non-members “ought to be reduced as much as pos- 
sible”. It indicates some reasonable exceptions—sales to municipalities 
or to the State; the sale of by-products of an industry in the only 
available market. 


2. The Voluntary Character of Co-operation. 


“The voluntary participation of individuals in an associated effort in . 
any country can only be restricted by the State itself and not by any‘. 
provision which it is the power of the association to make itself, and ` 
it is in fact, only in the countries where limitations and restrictions are 
imposed by the State that the “voluntary” character of Co-operation 
or co-operative membership finds itself destroyed.” 
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3. Sale at Current or Market Prices. 


The Committee notes that this is not to become a question of prin- 
ciple. “It is impossible for us to find the least justification for a 
contrary opinion.” It was only a practice justified by the circumstance 
of the period. “It -is interesting to notice that where co-operative 
production is strongly developed and where distribution is organised 
in an efficient manner ‘the current price’ of certain products 
tends more and more to be decided by the policy of the co-operative 
and obliges the private trader to conform to its standards.” 


4, Disposal of Collective Assets. 


It is through error, let us repeat, that the Committee placed this 
among the principles “not expressly included among the Rochdale 
Rules”. The principle it calls the inalienability of reserve funds and 
collective assets. This Fauquet describes much better as the disposal 
of collective assets in the case of the dissolution of a co-operative 
society. With regard to such funds the Committee was divided; some 
members felt and others not that this became an essential principle. 

di 

Finally, the Committee, a little before the conclusion that we have 
reproduced at the beginning of this section, examines in the following 
terms the Owenite ideal of the Pioneers. 

“We have tried to place the basic ideal of the Society, traced in the 
first article of the Rochdale Rules, and its historical context, in their 
true perspective as secondary to the major principles without which it is 
impossible to assure the true co-operative basis.” | 

At the same time, the Committee affirms its aspiration to a co- 
operative economic system: 

“In our day, the Rochdale basis gives the essential element of a new 
economic system capable of replacing the evils of the capitalist system 


within a civilised society, and is, we are convinced, called to replace 
this system.” 


Part 2: New Analysis of the Principles 


We will classify the main categories of practices or principles. 


(a) Those which are sustained by purely historic circumstances and 
which should be abandoned. 


(6) Those which are so essential that they ought to constitute a condi- 
tion of membership to the I.C.A. 


© (6) Those which, whilst being very important, are not essential to that 
extent and ought to be proclaimed as moral obligations, as 
far as the I.C.A. itself is concerned, sometimes for the very large 
co-operatives and the federations, and sometimes for all co- 
operatives. 
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Practices or Principles Arising From Historic Circumstances 
and Which Should Be Abandoned 


1. Sale at Market Price. 


The 1937 Committee has very correctly shown that this was not 
a basic principle in the eyes of the Rochdale Pioneers themselves. 
Where the co-operatives have attained a certain amount of power, to 
say that they conform to the market price has no longer meaning since 
their action contributes to determine the market price. In many cases, 
notably to restrain the pressure of inflation, co-operatives have sys- 
tematically applied a low price policy, which is all to the good. 


2. Cash Trading. 


It will be seen from the above that the special Committee had placed 
this Principle among the non-essential Principles, but underlined that 
it unquestionably formed part of the Rochdale system. 


We believe that this principle ought to be totally excluded and no 
reference made to it in the rules of the I.C.A. or model rules of affiliated 
societies. The Pioneers, themselves, attributed great importance to 
this Principle and provided penalties in case of non-observance. But 
as has been often stated, it was a practice made necessary by the 
circumstances of the times. Necessary for the society: the tightness 
of the income and the instability of the conditions of the workers 
rendered inevitable the number of cases of insolvency. Necessary for 
the members; it was essential for them to avoid assuming responsibil- 
ities which they were not capable of honouring. 


In our own day in developed countries, the raising of income, the 
institution of social security and the stability of employment make 
perfectly admissible credit sales. Such sales constitute even an element 
of social progress provided that they also check abusive profits, which is 
precisely the job of Co-operation. In the newly developing countries, 
the situation concerning the purchase of consumer goods, recalls to a 
certain extent the conditions of Rochdale. Still it frequently happens 
that fertilisers, selected seeds and tools are purchased at co-operative 
societies thanks to the advances of the credit co-operatives, operating 
against the great evils of this part of the world, the usurer. Proclaimed 
as general principle, cash trading serves to condemn such co-operative 
activities. 


3. Political and Religious Neutrality (with the exception of the I.C.A., 
which ought to continue to assert its independence). 


Political and religious neutrality never figured in the rules of the 
Pioneers. It was later, in 1861 that Abraham Howard, then President 
of the Pioneers Society, expressed this principle in a letter which was 
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afterwards approved by the general meeting of members (see I.C.A. 
14th Congress Report, London, 1934 or our book, La doctrine coopéra- 
tive, third edition, 1965, pages 328-331). One knows that later the British 
Co-operative Movement entirely abandoned neutrality. It is admitted in 
effect that a co-operative can, if it wishes, choose neutrality, choose to 
support a political or religious ideal and even enter into relations 
with a political party or with a religious organisation. As for the 
above principle, the best thing would be to abandon it entirely. 
Perhaps it would be better to underline, as Charles Gide has so often 
done, that societies which choose neutrality or, better, independence, 
ought never to abstain from taking up an attitude in discussions on the 
big economic and social problems which interest Co-operation. 


Restatement of the Fundamental Principles Constituting a 
Condition of I.C.A. Membership 


Preliminary Observation. 


‘The order of the essential principles selected -by the 1937 Special 
Committee does not appear ideal. One begins by citing in fact open 
membership, although as we will show, this principle is not in general 
application. On the other hand, we will introduce a seemingly new 
principle: autonomy. But it is only so in appearance. The Rochdale 
Pioneers were completely autonomous. They would consider this 
autonomy as taken for granted. Now in the present-day world, it 
becomes most appropriate to raise this practice to the level of a prin- 
ciple. Finally, the order and forms which follow are proposed. 


t. Mutual Aid and Self-Help in Democracy. 


The very fundamental of co-operative life is truly mutual aid and 
self-help among equals, that is to say in democracy. In our view, it 
has become the most important principle of Co-operation. The source 
of power in co-operative societies is the choice of the members in 
deciding for themselves according to the rule “one man, one vote”, to 
the exclusion of the rich or the intervention of the political power. It 
is well known that the rule, one man, one vote, is strictly adhered to 
in the members’ meeting of primary societies of the Co-operative 
Movement, When the size of a large society necessitates the institution 
of a secondary meeting, different rules are conceivable for the allocation 
S of votes; one can reserve a minimum of votes at local meetings as 
such -and distribute supplementary votes to the delegates according to 
the numerical importance of this local meeting. 


In the co-operative constituted by associations different usages and 
rules are acceptable; one is obliged to limit the power of the vote of 
the association most numerous and use in addition, either the number 
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of members, or another criterion approximating thereto—the proportion 
of share capital held or the volume of trade with the society. 


2. Voluntary Nature. 


The Special 1937 Committee has retained this principle, but it did 
not raise it to the rank of the principles constituting a condition of 
membership for the I.C.A. In our day, the intervention of the State 
in certain co-operatives has grown to such proportions that it is 
necessary to give this principle its full force. Meanwhile, it is appro- 
priate to indicate, moreover in the rules of the I.C.A., that the I.C.A. 
does not group only individuals but societies, that is to say democratic 
associations. On the other hand, it is clear that an association can only 
enter into a co-operative as a result of a vote, of majority against a 
minority. The individual members of the minority can definitely leave 
the association, but if they remain with it they are subject to the rules 
of democratic practice. 


Further, contrary to the constant practice of the I.C.A. up to now, 
we consider that certain associations of municipalities ought to be 
admitted, if they themselves apply the rules of democratic politics. 
Let us recall that in our eyes the criteria of democratic politics are 
freedom of association and the independence of the judiciary. The 
practice of the I.C.A. appears retrograde in the matter of co-operative 
doctrine since Bernard Lavergne projected Co-operation into the public 
domain. There is no logical reason whatsoever to exclude public co- 
operatives and moreover the I.C.A. will achieve its long-term object, 
namely co-operatise the economic and social life only if it admits 
into its midst such co-operatives and attaches them to it as they 
into its midst such co-operatives and endeavours to promote their 
spread. 


Of course, the demarcation ought to continue, distinguishing 
between associations of public powers and private law associations. 
It ought not to be possible to admit, under the cover of a co-operative 
of municipalities, organisations where, in fact, the individual members 
will be subjected to constraint of political powers. 


3. Autonomy. 


This principle is a consequence of democracy. For, if a democracy 
is to be a reality, it must obviously have something to decide. It 
is not a democracy if the elected directors of a co-operative have 
no more to do than carry out the orders of the public authority. It is 
the same thing a fortiori when the political power changes the decision .- 
of the members in excluding from the management of a co-operative or 
one or the other of the elected members. 


In many countries of recent development, the State provides bës 
for the Co-operative Movement and submits it to certain control. Thus, 
it is for this reason that the I.C.A. has created a category of associate 
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members. Here a distinction must be drawn: if a government official 
contents himself within the midst of a co-operative to verify the use 
of funds provided for or given to a co-operative, autonomy is not 
threatened. However, should he over a long period go further and 
impose, in the matter of problems of management, his authority on 
those of the elected management, that is not autonomy. There is no 
Co-operation; we are in a pre-co-operative phase. Certainly, the 
autonomy of Co-operation is not absolute. Its action, as is the case 
with all enterprises, takes place within a framework determined by 
legislation. Further, the almost universal tendency towards planning 
determines the lines between the state and co-operative and other 
enterprises. 


However, the essential autonomy is only preserved if the Co- 
operative Movement has been associated in the elaboration of the plan 
and it has freely accepted fundamental objectives of it. 


4, Open Membership (Subject to Technical or Economic Considerations). 


Everyone knows that the principle of open membership is identical 
with the principle of the open door and therefore distinguishes it from 
the preceding principle of the nature of voluntary co-operation. Respect 
of open membership is a fundamental principle. However, there are 
quite a number of cases where it is inapplicable, and it is advisable to 
recognise this specifically. 


It is impossible, for example, for a workers’ productive co-operative 
to accept more workers than it is possible to employ. In the sphere 
of agriculture, it is possible that a co-operative dairy has only limited 
productive capacity and consequently it will be impossible to accept 
members above a certain limit. The obstacle may be technical (actual 
state of equipment) or economic (the demand of the specific product of 
the co-operative is not elastic). Further, in parts of the world 
where retail co-operative shops are practically the only ones, it suffices 
that the co-operatives refuse to sell to non-members, and freedom 
of membership becomes deceptive. 


5. Distribution of Surplus (after eventual deduction of limited interest 
on capital, education expenses and of reserves with a view to expansion) 
to members in proportion to their transactions with the co-operative, 
and to collective social or humanitarian works. 


The above definition is a little long, but it is hoped it will have 
-~ the advantage of being exact. 


Right from the start, when one speaks of returning the surplus, the 
question arises as to what the surplus is. But, not only is it admitted 
and even counselled that certain sums are levied for the education of 
members, but even the self-financing is admitted perfectly, the more 
so since it was already the practice of the Rochdale Pioneers. Here is 
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article 11 of the rules adopted by the general meeting of members on 
October 23, 1854: 


The net proceeds of all businesses, other than the wholesale 
business hereinafter mentioned, carried on by the said society, after 
paying or providing for the expenses of management, interest on 
loans, the proper reduction in value of fixed stock, and for such 
dividends upon the subscribed capital thereof as aforesaid, shall 
from time to time be applied by direction of the ordinary quarterly 
meetings thereof, either to increase the capital or business of the 
society, or to any provident purpose authorised by the laws in force 
in respect to Friendly Societies, and the remainder, less two-and-a- 
half per cent.1, shall be divided among the members of the society 
in proportion to the amount of their purchases at the store during 
the quarter. The profits on goods supplied to non-members shall 
be appropriated to the reduction of fixed stock. 


It is evident that to use part of the profits “to build up the capitai 
or the business of the society” indicates the constitution of reserves 
with the object of self-financing. It is thus never the total net profit 
which is made the matter of a distribution. 


In the second place, because limited interest on capital is set out 
as a principle, the impression is given that payment of interest is an 
obligatory rule. In reality what is obligatory is not to return the 
profits in proportion to the share capital. If interest is paid, it is 
purely for practical reasons. We live in a world where it is usual 
to remunerate the sums lent by the payment of interest. But ıt 
cannot be contested that if a co-operative never pays interest on share 
capital, it commits no breach of the Rochdale Rules. 


Besides, in the report of the Special Committee in 1937, it was 
reported that six of the organisations approached paid no interest on 
share capital. 


Nevertheless, the dividend remains of great importance; it serves 
notably as a redistribution in favour of wages. The redistribution of 
the profit is not, however, an obligatory rule. The co-operative is free 
to sell at prices which are so low that they are almost at cost and 
make a dividend impossible; it is also free to allocate its entire profits 
to meet educational expenses; create reserves which will make it self- 
financing; it is also free to utilise its surplus for collective projects ` 
which will help members or staff or for external projects of a human- 
itarian nature. 


1 The amount set aside for educational purposes. 
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Fundamental Principles Which Do Not Constitute a Condition of 
Membership but a Moral Duty Either in the Case of the 1.C.A. Itself, of 
Large Co-operatives, Federations, or All Co-operatives 


1. The Aspirations to a Co-operative Economic System. 


This principle which, as we will see, is inscribed in the rules of 
the I.C.A., and which was reaffirmed by the Special Committee in 1937, 
imposes on the I.C.A. itself, but not on any particular co-operative. In 
fact, it is well known that the actual members of the I.C.A. are not 
unanimous in sustaining this principle. Even at the 1934 London Con- 
gress Mr. E. Stavanhagen, representing the neutral movement of Finnish 
consumer co-operatives, wished that the principle could be. eliminated 
from the rules of the Alliance. 


We are among those who hope that the majority of the Congress 
will uphold it. It is a matter of confirming the faithfulness of the 1.C.A. 
to the ideal of the Pioneers themselves. 


2. Independence of the I.C.A. 


If we have proposed to exclude political and religious neutrality 
from the list of co-operative principles, it goes without saying that the 
I.C.A. which groups or aspires to group all the genuine co-operatives 
of the world, itself ought to keep on neutral ground. As we will see, 
this principle is also very well DES in the actual rules of the 
Alliance. 


3. Promotion of Education. 


If an important co-operative society or a federation has never 
undertaken expenditure to educate its members or the general public, 
it is in default and has neglected an important duty. Nevertheless, the 
moral obligation cannot be attached to a small society of limited means. 
It will suffice, therefore, if the I.C.A. recalls this duty, without at the 
same time making it a strict condition of membership. 


4, Efforts in Aligning the Character of Member and User, 


This effort constitutes a moral duty for all co-operatives. The 
Special Committee in 1937, envisaged this problem implicitly from the 
` point of view of consumer co-operatives, in speaking exclusively of 
trade with members. It is Fauquet who shows that there are three 
main categories of users. of a co-operative: 1. the user-purchaser (in 
a consumer co-operative), 2. the user-producer (in a workers’ pro- 
ductive co-operative and certain agricultural co- -operatives), 3. user- 
seller (in the marketing co-operatives). 
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It is convenient, therefore, to extend the examination beyond the 
consumer co-operatives and to consider the various categories of users. 


The co-operatives principle is that the user should be identified 
with the member. It is moreover a principle established by Buchez for 
workers’ production co-operatives. 


Returning to the consumer co-operatives. Although not actually pro- 
hibited, the sale to non-members (already practised at Rochdale, as is 
shown by article 11 of the 1854 rules) is justified only as an act of pro- 
paganda to attract members. For wholesales and for subsidiary pro- 
ductions, some exceptions are possible. We have seen that the Special 
Committee in 1937 alluded to sale of by-products. 


One can consider further that when a consumer Co-operative Move- 
ment sets up enterprises to fight a trust, it ought at first to give to 
this enterprise considerable scope. This places it under an obligation— 
to give true public service—to sell outside the circle of its members. 


In every case, however, where a co-operative sells to non-members, 
it cannot distribute to its members the profits realised on its operations. 
The point is based on a Rochdale principle, which one notices on 
closer reading of the second paragraph of article 11 of the 1854 rules. 


5. Distribution of Assets. 


From the start, this moral obligation imposes itself on all co- 
operatives, without being a strict condition of membership. 


The Rochdale Pioneers, in the 1854 version of their rules, stated 
in article 44, second part: 


On the dissolution of the society all the property thereof shall 
be applied, in the first place in payment of all claims thereon, 
arising in the course of any business carried on on its account, and 
in the second place, in payment of all the capital contributed by 
way of loans under the provision aforesaid and all arrears of 
interest (if any) thereon, according to the respective priorities 
thereof, and in the last place, in the repayment of all sums advanced 
by way of subscription as aforesaid, and the surplus, if any, of 
such property shall be applied by the trustees for the time being 
of the society to such charitable or public purposes as they think fit. 


This then must undoubtedly be a Rochdale principle for it is not 
contested that the principles of Rochdale have been established, not 
only by the first rules of 1844, but by the reports of meetings, and by . 
statutory modifications introduced, at least during the first ten years. 
Meanwhile, we have seen above that on the subject of political and 
religious neutrality, the I.C.A. has used a later text than the rules of 
1854; namely the declaration of the president in 1861. 


British co-operatives have abandoned this principle by saying that 
it was inapplicable; if there is a dissolution of a society, it is 
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because the society is doing badly and there are no net assets. But that 
which can be true in the British consumer movement, is not always the 
case in every co-operative, and as Fauquet has shown on many 
occasions, the point is one of imperative moral importance. 


The principle of the distribution of net assets does not prevent 
members receiving compensation for an eventual devaluation of cur- 
rency. One can make allowances in their share capital, at the moment 
of dissolution, by taking into account changes in retail prices or cost 
of living, and taking as a basis the year of the member joining. 


The Expression of the Principles in the Rules of the Alliance 


1. The aspiration to a co-operative régime is expressed in excellent 
terms in the rules. 


Article 1. Name 


The International Co-operative Alliance, in continuance of the work 
of the Rochdale Pioneers and in accordance with their Principles, seeks, 
in complete independence and by its own methods, to substitute for the 
profit-making régime a co-operative system organised in the interests 
of the whole community and based upon mutual self-help. 


But this paragraph is curiously placed as article 1, Name; it will 
be sufficient to transfer it to the beginning of article 3, which concerns 
the objects of the I.C.A. 


2. Independence of the I.C.A. 


Article 7 of the rules expresses anew in excellent terms the 
necessary independence of the LC.A. 


Article 7. Independence 


The I.C.A. regards Co-operation as neutral ground on which people 
holding the most varied opinions and professing the most diverse 
creeds may meet and act in common. 

The I.C.A. shall not associate itself with any political or religious 
organisation. 

Such independence, on which the unity of the International Co- 


operative Movement depends, shall be maintained in all the meetings 
and in all the publications of the I.C.A. 
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3. Conditions of Eligibility. 

It is article 8 which enumerates these conditions and in our opinion, 
if it is not desired to change the actual principles, this calls for modi- 
fication in terms. 


Article 8. Eligibility 


Associations of persons or Co-operative Organisations which 
observe the aims of the I.C.A. and the Policy laid down by its 
Congress shall be eligible for membership of the I.C.A. 


Any association of persons, irrespective of its legal constitution, 
shall be recognised as a Co-operative Society provided that it has for 
its object the economic and social betterment of its members by means 
of the exploitation of an enterprise based upon mutual aid, and that 
it conforms to the Principles of Rochdale, particularly as regards:— 


Voluntary Membership; 

Democratic Control assured by the election of the administrative 
organs of the Association by the members freely and on the 
basis of equality; 

The Distribution of the Surplus to the members, in proportion 
to their participation in the social transactions or in the social 
services of the Association; 


Limited Interest on Capital. 


It goes without saying that this article taken literally indicates 
that only associations applying entirely the Rochdale principles will be 
eligible, even those principles explicitly classed by the Paris Congress 
as being inessential. 


Coming then to the principles specifically expressed: 


(1) Voluntary membership: It has been stated above that this principle 
was not always applicable. 


(2) Democratic control assured for the members freely electing, on an 
equal footing, the administration of the association ; it has been 
shown above that in the present-day world, this principle ought 
to be strengthened by its corollaries: voluntary nature and 
autonomy. 

(3) The distribution of surplus to members in proportion to their 
proportion in activities of the society or to social services. The 
double meaning of the word “surplus” has been dealt with above. 
On the other hand, social services concern those within the society, 
be they for the benefit of the members, or for the benefit of the 
staff. And there is nothing contrary to co-operative principles to 
go beyond members and staff, for example, in a health project, 
available to anyone who is sick. Belgium provides an excellent 
example of this, namely La Prevoyance Sociale, a co-operative 
insurance society, which is a member of the I.C.A. 
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(4) Limited interest on capital. ‘This expression has been criticised 
above for it gives the impression that payment of interest on 
capital is an obligation. 


Proposed Alteration in the Rules of the 1.C.A. 


Present text: 
Article 1. Name 


The name of the Organisation, which was founded in London, 
August 1895, is the International Co-operative Alliance, 1.C.A. (Alliance 
Coopérative Internationale, ACL: Internationaler Genossenschaftsbund, 
1.G.B.; Mezdunarodny Cooperativny Alliance, M.C.A.). 


The International Co-operative Alliance, in continuance of the work 
of the Rochdale Pioneers and in accordance with their Principles, seeks, 
in complete independance and by its own methods, to substitute for the 
profit-making régime a co-operative system organised in the interests 
of the whole community and based upon mutual self-help. 


Proposed text: 


The first paragraph stands. The second paragraph will be retained 
and transferred to Rule 3 “Objects”. 


Rule 3 “Objects”: 


Present text: 
Article 3. Objects 
The I.C.A. shall have the following objects:— 
(a) To be the universal representative of Co-operative Organisations 
of all types which, in practice, observe its Principles. 


(6) To propagate Co-operative Principles and methods throughout the 
world. 


(c) .To promote Co-operation in ali countries. 


(d) To safeguard the interests of the Co-operative Movement in all its 
forms. 


(e) To maintain good relations between its affiliated Organisations. 


(f) To promote friendly and economic relations between the Co- 
operative Organisations of all types, nationally and internationally. 


(g) To work for the establishment of lasting peace and security. 


Proposed text: 


The International Co-operative Alliance, continuing the work of the 
Rochdale Pioneers and in accordance with their principles, pursues in 
complete independence and’ by its own means to substitute for the 
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profit-making régime a co-operative system organised in the interests 
of the whole community and based upon mutual ‘self-help. 
“The I.C.A. shall have the following objects... .” 


(The text following is unchanged.) 


Rule 7: “Independence”. 
Present text: 
Article 7. Independence 


The I.C.A. regards Co-operation as neutral ground on which people 
holding the most varied opinions and professing the most diverse creeds 
may meet and act in common. 


The I.C.A. shall not associate itself with any political or religious 
organisation. 
Such independence, on which the unity of the International Co- 


operative Movement depends, shall be maintained in all the meetings 
and in all the publications of the I.C.A. 


Proposed text: Unchanged. 
Rule 8: “Eligibility”. 
Present text: 
Article 8. Eligibility 


Associations of persons or Co-operative Organisations which 
observe the aims of the I.C.A. and the Policy laid down by its Congress 
shall be eligible for membership of the I.C.A. 


Any association of persons, irrespective of its legal constitution, 
shall be recognised as a Co-operative Society provided that it has for 
its object the economic and social betterment of its members by means 
of the exploitation of an enterprise based upon mutual aid, and that it 
conforms to the Principles of Rochdale, particularly as regards:— 


Voluntary Membership; 

Democratic Control assured by the election of the administrative 
organs of the Association by the members freely and on the 
basis of equality; 


The Distribution of the Surplus to the members, in proportion 
to their participation in the social transactions or in the social 
services of the Association; 


Limited Interest on Capital. 


Proposed text: 


The first paragraph is unchanged. 


Paragraph 2: Any association of persons or of societies, irrespective 
of its legal constitution shall be recognised as a co-operative society 


2 
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which has as its object the economic and social betterment of its 
members by means of the exploitation of an enterprise on the basis 
of mutual aid and that it conforms to the Rochdale Principles as 
regards: (Only at the end is the phrase modified: the paragraphs 
following are new, save the first.) 

Democratic control assured by the members freely electing and on 
the basis of equality the administration of the Society. 


Voluntary nature. 
Autonomy. 


Open membership whenever technical or economic obstacles do not 
make this impossible. 

Sharing the surplus (after any deduction of limited interest on 
capital, education expenditure and reserves with a view to expansion) 
in proportion to transactions or to collective projects a social or 
humanitarian interest. 


Rule 8. (cont.) present text: 
Article 8. Eligibility (Cont.) 


Subject to compliance with these conditions, the types of Asso- 
ciation eligible for membership shall include the following:— 


(a) National Union of Co-operative Societies. 
- (b) National Federations of Co-operative Unions. 

(c) Regional Unions of Co-operative Societies. 

(d) Regional Auxiliary Organisations of affiliated National Unions 
or Federations. 

(e) Consumers’ Co-operative Societies, Retail or Wholesale. 

(f) Co-operative Societies of Industrial Producers or Artisanal Co- 
operatives. 

(g) Agricultural or Fishery Co-operative Societies. 

(h) Co-operative Credit Societies, Co-operative Banks, Co-operative 
Assurance Societies. 

(i) Housing and Building Societies. 

(j) Other Associations of persons or Organisations whose juridical 
status may be different from that of Co-operative Associations. 


All of the sections (a)-(k) are unchanged but an additional point 
is added: 


( Enterprises formed by the association of public authorities, as 
long as they strictly adhere to the rules of political democracy. 


Rule 8 will be completed as follows: 


The I.C.A. declares that the large co-operatives and especially the 
co-operative federations have the duty to develop education; that alt 
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co-operatives have the duty of conferring on their users the status of 
members and that societies which sell to non-members cannot distribute 
the surplus arising from such transactions; that, finally, co-operatives 
have the duty in the case of dissolution, of transferring their net assets 
to another co-operative or a disinterested project. 


Conclusion 


Let it be repeated that the ideas introduced herein on the voluntary 
nature and autonomy are not original for they were practised by the 
Pioneers. We propose only to bring to light the practice of these prin- 
ciples in the confusion of the modern world. 


May we be permitted to close with the concluding words of a 
chapter in Studies in the Social Philosophy of Co-operation: 


“Far from becoming outmoded, the Rochdale Principles, in all their 
essentials, represent the youth and hope of civilisation today.” 


ECONOMIC DEMOCRACY IN NATIONALISED UNDERTAKINGS 
IN FRANCE AND GREAT BRITAIN 


by 
Daniel DE BRULLE, 
Research Worker at ICRICE 


I. Elements of Economic Democracy in the Statutes 
of Nationalised Undertakings t 


A. FRANCE 


Nationalised undertakings in France? are governed by a number 
of institutions identical in character to those which govern joint-stock 
companies. Thus each nationalised undertaking has a Board: of 
Directors and a chairman-managing: director. (in some cases the two 
posts may be held by different persons). In this respect the only 
difference between a nationalised undertaking and a private one is that 
in the former, as the State is the only shareholder, there is no general 
meeting. 3 


1. Composition of the Boards of Directors. 


The Boards of Directors of nationalised undertakings are usually 
constituted on a tripartite basis, consisting of representatives of con- 
sumers or users, the employees of the undertaking and the State. 4 





1 In this section only the elements in the statutes of nationalised undertakings 
of direct relevance to the problem of democracy are mentioned. 

2 See the different nationalisation Acts and the supplementary legislation thereto. 
For a study of the present position of nationalised undertakings in law in France a 
convenient reference work is J. BounLouis: “Le régime des entreprises nationalisées. 
Structure des entreprises”, in Juris-classeur administratif, Fascicule 156 (1960), Paris, 
Editions techniques. 

3 Mixed-econcmy companies do hold general meetings. In practice, however, the 
powers exercised by the supervisory authorities are such. as to encroach considerably 
on those of the general meeting. This problem will be discussed later. 

4 In mixed-economy companies in which the State has a majority shareholding, the 
private shareholders are entitled to a certain number of seats on the Board. However, 
the representatives of the private shareholders, representing ` minority interests, have 
only a limited influence, which may be even further curtailed as the result of the 
allocation of powers to the supervisory authorities and—in such cases as that of the 
Compagnie générale transatlantique—the attachment of multiple voting rights to some 
of the shares held by the State. 
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However, the adoption of the tripartite system does not necessarily 
mean that each of the three groups has equal representation on the 
board. On the Board of Renault, for example, the State has from the 
beginning had a predominant influence, as it was allotted seven seats 
as against six for the employees and two for the customers. On the 
other hand, on the boards of three of France’s national public utility 
services—the Charbonnages de France, Electricité de France (EDF) and 
Gaz de France (GDF)—the three groups are equally represented. 5 
On the Boards of insurance companies we find as mariy as four groups 
of members : representatives of the State, the staff and the customers 
and a group of “persons nominated on the basis of their technical 
competence”. The planned composition of the Boards of the regional 
supply organisations of EDF and GDF was designed to give a pre- 
ponderant influence to the consumers, who were to have eight repre- 
sentatives; of the remaining ten seats, six were reserved for the 
employees and the other four for delegates of the national organisation 
(not the State). On the regional colliery boards, however, the balance 
has been tipped in favour of the employees, who have seven seats as 
against six for the consumers (defined for the purpose as “economic 
interests”) and six for the Charbonnages de France. Thus there is no 
clear pattern of representation; the balance may be weighted in favour 
of the State, the employees or the consumers, while in some cases the 
balance is equal. 

It was stipulated that the representation of the State on Boards of 
nationalised industries were to be appointed by the different ministers 
with substantive responsibilities in the sector to which the industry 
concerned belonged; the staff representatives were to be appointed on 
the recommendation of the trade union organisations most represent- 
ative of the employees concerned; while the consumers’ delegates were 
to be representative of their interests—for example, the agricultural 
associations for the EDF, the National Union of Family Associations 
for gas and coal and the trade union confederations or the chambers 
of commerce for the coal boards. 

The nationalisation Acts usually provide that the managing director 
of the industry concerned is to be appointed by decree on the recom- 
mendation of the board of directors but are usually silent on the 
method of appointment of the chairman of the Board. 


2. Powers of the Boards. 


The Board of a nationalised industry has the same powers as the 
board of directors of a joint-stock company except in so far as those 
powers have been partly or entirely transferred to the supervisory 


5 The nationalised coal mines are administered by a central body (Charbonnages 
de France) and nine regional authorities (one in each of the nine coal-mining basins). 
It was originally foreseen that the gas and electreiity industries would be administered 
by central, national institutions and by regional supply organisations; but the latter 
have yet to be established. 
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authorities. The responsibility for technical supervision lies with the 
Minister responsible for the sector to which the industry in question 
belongs, while that for economic and financial supervision lies with the 
Minister for Finance and Economic Affairs. Certain types of Board 
decisions (adoption of budgets and balance sheets, allocation of profits, 
etc.) require the sanction of these authorities. 


There is no general legislation regulating the powers of the chair- 
man of a board and of the managing director. $ As in a number of 
other fields, the legislation applicable by implication is that governing 
joint-stock companies, in which the powers of the chairman of the 
board of directors are determined by the Board itself. “In publicly 
owned undertakings the State usually allows the machinery of delega- 
tion to function freely, but may restrict its operation or even transfer 
the powers so delegated to the manager.” 7 


B. GREAT BRITAIN 3 


In Great Britain nationalised undertakings are managed by Boards. 
These bodies do not include any direct representatives of consumers 
or employees, as their interests are safeguarded by special bodies of 
a kind not encountered in France. Moreover, a British nationalised 
undertaking does not have a “chairman of the board” or a “managing 
director” with a special status and statutory powers. 


1. The Boards. 


The members of Boards are selected exclusively on the basis of 
their technical competence; none of. them represent any particular 
interests. They are there solely to manage the undertaking concerned 
in the public interest. To avoid all possible misunderstandings, 
however, it should be explained that this criterion of independence 
does not preclude the appointment of trade union officials to Boards. 
However, when this occurs the persons concerned are appointed, not 
in their capacity as representatives of trade unions, but as individuals— 
and, in practice, they automatically relinquish their trade union func- 
tions on appointment. 


As in France, the powers of the Boards are limited by the pre- 
rogatives of the Minister responsible for the nationalised sector in 
question, in whose hands lie all supervisory responsibilities. The 
Minister may issue directives to a Board whenever he considers that the 





6 Except in the case of Henault, where the Board merely “assists” the Chairman- 
Managing Director (Ordinance of 16 January 1945, article 8). 

7 A.G. DELION: Le statut des entreprises publiques (Paris, Berger-Levrault, 1963), 
p. 150. 

8 See the different nationalisation Acts and the supplementary legislation thereto. 
A convenient reference work for the study of the original legal status of nationalised 
undertakings in Great Britain is to be found in DN CHESTER: The Nationalised 
Industries. An Analysis of the Statutory Provisions. (London, Allen & Unwin, 2nd 
edition, 1951). 
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national interest is at stake. Furthermore, all development schemes 
require his sanction, and he has considerable powers in matters of 
finance (allocation of profits, creation of reserve funds, etc.). 


2. The Protection of the Consumer. 


The different nationalisation Acts require the Ministers responsible 
for the nationalised industries “to take steps to see that the interests 
of the industry’s consumers are protected”.® This protection is 
provided through the machinery of consumers’ councils. 


There are two types of councils with different ranges of functions. 
The duties of the councils are confined to the defence of consumers’ 
interests; this they do mainly by investigating complaints from con- 
sumers and referring them to the proper authority. In addition, there 
are consultative committees, which “are intended to act as two-way 
channels of communication for the purpose of explaining the Board’s 
attitudes and policies to the consumers and of conveying the consumers’ 
needs and point of view to the public corporation”. 10 


The number of councils established has varied from: industry to 
industry. For coal there are two coal consumers’ councils, one for 
industrial coal and one for domestic coal. In the electricity and gas 
sectors there is a consultative council attached to each Area Board and 
to each of the two Scottish Electricity Boards. For the land and 
inland waterway transport sectors there is a central organisation (the 
Central Transport Consultative Committee), in addition, there are 11 
Area Transport Users’ Consultative Committees. 12 


An area committee consists of a chairman and from 20 to 30 
members appointed by the Ministers concerned on the recommendation 
of the organisations they consider to be representative of consumer 
interests. The bodies the Minister usually turns to for advice are local 


< 


‚9 Nationalised Industries in Britain (London, Central Office of Information, 1960 
(R. 4298)), p. 29. i 

10 W.A. Rosson: Nationalised Industry and Public Ownership (London, Allen « 
Unwin, 2nd edition, 1962), p. 254. 

11° The gas industry is administered by a central Gas Council and 12 Area Gas 
Boards. The electricity industry in England and Wales is administered by a Central 
Electricity Council, which is responsible for generation, and 12 Area Boards, which 
deal with distribution; in Scotland there are two Regional Boards, one covering the 
northern half of the country and the other the South. The whole of the overland and 
inland waterway transport system was overhauled in 1962, but the new agencies did 
not come into full possession of their powers until 1 January 1964; consequently it is 
as yet impossible to analyse the present situation properly. The previous system was 
based on a system of regional and area control with an apex organisation. For an 
outline of the present situation see D, De Brulle: “A Short Account of the Principal 
Public Enterprises in Great Britain”, in Annals, October-December 1964, pp. 338-341. 


12 There is a special body (the Transport Tribunal which lays down a scale of 
maximum tariffs applicable to passenger and goods transport and is by reason of 
this function empowered to take cognizance of complaints from users. 

There are no institutions representing consumers vis-à-vis the air transport industry: 
the functions of consumer representation are exercised by a special advisory agency 
Known as the Air Transport Advisory Council, It consists of a lawyer (who takes the 
chair) and two to four other members nominated by the Minister; the latter, however, 
in making his choice is under no obligation to take consumer interests into account, 


Pe 


ECONOMIC DEMOCRACY IN FRANCE AND GREAT BRITAIN 465 





authorities, trade unions, the co-operative movement, occupational 
associations, parents and women’s associations, etc. “Thus, not only 
the individual consumer but also industrial, commercial and agricultural 
interests are represented.” 18 


The Minister is required to appoint persons with adequate know- 
ledge of the interests they are to represent and with the ability to form 
an impartial judgment on any problem liable to be referred to them 
in the normal course of events. 


The gas and electricity Boards must include a specified proportion 
(over 50 per cent.) of representatives of local authorities. These repre- 
sentatives are selected by the Minister from a list of names submitted 
by the associations he considers to be representative of those authorities 
(Country Council Association, Association of Municipal Corporations, 
etc.). 


Provision exists for the representation of consumers’ councils on 
the boards of nationalised industries and vice versa. For instance, the 
consumers’ councils for the coal industry and the Central Transport 
- Consultative Committee must include representatives of the British 
Transport Commission and the National Coal Board; conversely, the 
chairmen of the consumers’ councils for the gas and electricity indus- 
tries are ex officio members of the Boards for those industries. The 
committees address their findings to the Minister concerned, either 
directly (coal consumers’ councils and Central Transport Consultative 
Committee) or in the event of rejection either by the central Board 
(as in the case of the gas and electricity councils) or by a central com- 
mittee (as in the case of the Regional Transport Users’ Consultative 
Committees). 14 


Whenever a committee appeals to the responsible Minister the 
latter may, if the findings submitted to him warrant such a step, issue 
appropriate mandatory directions to the administrative agencies con- 
cerned. 


In addition, the coal consumers’ councils and the Central Transport 
Consultative Committee must submit annual reports to their responsible 
Ministers; the latter are required to submit these reports to the two 
Houses of Parliament. The annual reports of the gas and electricity 
consultative councils must be included’ in the annual reports of the 
Area Boards. 


3. Protection of Ele 


To safeguard the interests of Ee the nationalisation Acts 
have laid on nationalised undertakings obligations of three types 
towards their employees. 


13 Nationalised Industries in Britain, op. cit., p. 29. 


14 In addition, the reports of all the transport committees are communicated to 
the British Transport Commission. 
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In the first place, each nationalised undertaking must conclude with 
the appropriate workers’ organisations an agreement to establish 
machinery for the negotiation of wages and salaries and conditions of 
employment. The agreements must also contain adequate provision for 
recourse to arbitration in the event of disputes between the parties 
concerned. 


In the second place, the agreements must establish joint consultation 
machinery to examine problems relating to safety, health, staff welfare, 
productivity, training, etc. 


Copies of these agreements and of any amendments made thereto 
must be deposited with the responsible ministry and with the Ministry 
of Labour. 


Lastly, nationalised undertakings must give their employees all 
desirable facilities for training and the acquisition of additional quali- 
fications. Training programmes must be submitted to the responsible 
Minister and become mandatory on receiving his approval. 


It should be pointed out that the statutory provisions relating to 
the first two categories of obligations are purely general in character; 
each industry is free to establish bargaining machinery of the kind it 
considers most appropriate to its nature and requirements. 


C. COMPARATIVE ANALYSIS AND SUMMING UP. 


This summary of the elements in the initial legislation regulating 
the status of nationalised undertakings which are relevant to the 
application of democratic principles in the management of the under- 
takings concerned gives rise to the following comments: 


(a) In Great Britain the management of a nationalised undertaking 
is in the hands of a single agency—the Board. In France, on the other 
hand, managerial powers are in principle divided in the same way as 
they are in joint-stock companies, i.e. between the board of directors 
with its chairman and the higher organs of management. 


(6) In Great Britain the Boards consist entirely of experts in 
financial, administrative, technical and even welfare matters appointed 
exclusively on the basis of their particular competence by the ministry 
with which all supervisory powers rest. In France, however, each 
Board of Directors consists of representatives of the State (nominated 
by the different Ministers with responsibilities in the sector to which 
the nationalised industry in question belongs) and representatives of 
the staff and the consumers recommended by the trade unions and the 
consumers’ associations respectively (these recommendations must at 
the very least have ministerial sanction). 


(c) Consumers and employees are not represented as such on the 
Boards of British nationalised undertakings; there are special advisory 
bodies responsible for the safeguarding of their interests. 
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(d) In both countries the Boards are required to manage the under- 
takings in their charge in the general interest. In both countries, too, 
the powers of the Boards are limited by the prerogatives granted to 
the supervisory authorities, to which the Boards must submit certain 
major decisions for sanction. In addition, the supervisory authorities 
in Great Britain may issue directions to the undertakings under their 
control. 


Thus from the point of view of scope for the practice of economic 
democracy the French system clearly offers advantages over the British 
one. In both countries nationalised undertakings are managed by 
Boards with similar terms of reference and with powers circumscribed 
in an almost identical fashion. In France, however, producers, con- 
sumers and the general public are represented on the Boards and can 
make a direct contribution to the actual running of each undertaking 
and in the decision-making process; thus “the necessary control of 
man over the institutions he formed and which he keeps alive” 15 is 
secured. In Great Britain the Boards are made up exclusively of 
technicians; producers, users and the general public are not repre- 
sented. The general public is dependent on the vigilance of the 
responsible Ministers for the safeguard of its interests, while producers 
and consumers have to place their hopes in the influence of committees 
of a purely advisory character. 


In these circumstances there can be no doubt that the organisation 
of French undertakings lends itself better to the development of 
democratic processes than that of British undertakings. In the next 
section we shall examine whether this apparent superiority is con- 
firmed by experience. 


ll. Economic Democracy in Practice 


In the field of nationalised industry possibly more than in any other 
field of industry there are differences—-sometimes substantial ones— 
“between the theoretical system laid down under various statutory 
instruments and the practical realities of the day-to-day application 
of those instruments”.16 In order to determine whether nationalised 
industry in Britain or France has made more progress towards the 
achievement of the democratic ideal we must examine the magnitude 
of these differences. 


But the terms of the problem are different according to the country 
selected as a basis for reference. In Great Britain the fundamental 


15 P. LAMBERT: Studies in the Social Philosophy of Co-operation (Manchester, 
Co-operative Union Ltd., 1963), p. 175. 

16 B, CHENOT: “Direction et contrôle des entreprises nationalisées”, in Le fonce- 
tionnement des entreprises nationalisées, Travaux du 3¢ Colloque des Facultés de Droit 
de France (Paris, Dalloz, 1956), p. 151. 
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problem is one of ascertaining to what extent the advisory bodies 
established under the nationalisation Acts or in application thereof have 
been able to influence the Boards in their decisions. In France, how- 
ever, the problem is more complex. The nationalisation Acts provided 
for the constitution of the Boards of nationalised industries on a tri- 
partite basis; one must first examine to what extent the relevant 
provisions have been implemented. Secondly, as managerial powers 
are divided between the Board of Directors and top management, one 
must ascertain the real powers held by each and in certain cases 
determine who really controls the industry or undertaking in question; 
for obviously the fact that a Board of Directors operated in accordance 
with democratic principles would be devoid of all real significance if 
the industrial unit over which it is supposed to exercise powers is in 
fact entirely under the control. of another authority. This brings us to 
a third question, which must be examined in the context of both 
countries: it will also be necessary to examine the way in which super- 
visory powers are exercised. It is obvious that if these powers are 
exercised in certain ways the result will be that effective control of 
the industrial unit concerned will pass into the hands of the govern- 
mental authorities; here again the democratic functioning of the organs 
of management—whether secured through the tripartite composition 
thereof or through the influence of advisory bodies—would be devoid of 
all practical significance. 


A. FRANCE 
1. Emergence of Political Influences within Boards 


(a) The Facts. 


Shortly after the establishment of the tripartite. Boards an event 
occurred which was seriously to reduce their effectiveness as demo- 
cratic instruments in nationalised undertakings in France: the French 
Communist Party began a systematic attempt to gain control of key 
positions in all nationalised nudertakings through the agency of the 
General Confederation of Labour (CGT). The move acquired such 
proportions that it was studied and denounced by parliamentary 
commissions of inquiry. The Pellenc report, for instance, contains an 
extremely significant table showing the changes in middle management 
which took place between 1944 and 1947 in the Ex-Lorraine company 
after its absorption by the National Company for the Design and 
Construction of Aircraft Engines (SNECMA): of the 13 members of the 
firm’s middle management in 1944, 11 were dismissed during the period 
under study and replaced by eight known and two suspected members 
of the Communist Party. 17 


17 Pellenc Report (1948), p. 181. See also the Pleven Report on the aircraft 
construction industry (1948), the Wahl Report on the coalmining industry (1948) and 
the Lemoine Report on the French national railways ‘(1949). 
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This policy was also condemned by a number of contemporary 
writers. Ventenat, in an extremely critical book written in 1947, pointed 
out that, of the 18 members of the first Board of the Charbonnages de 
France, all appointed with the approval of Mr. Marcel Paul, then the 
Minister of Industrial Production (who was a communist) 14 were 
trade union officials; of these 14, two were members of the French 
Confederation of Christian Workers (CFTC) and 12 to the CGT; and 
of these 12, “at least ten had attachments of public notoriety to the 
Communist Party”.18 Ventenat also drew attention to the character of 
the representatives of consumers on the same Board. The Act of 17 
May 1946 had stated that the Board should include six representatives 
of consumers, three of these being representatives of the main con- 
suming industries and services selected for their individual merit. The 
three persons appointed under this head were officers of workers’ 
unions affiliated to the CGT. A particularly striking case was that of 
the representative of the NSCF, who was not only the Secretary-General 
of the communist railway workers’ union but was also a staff repre- 
sentative on the Board of the SNCF.1? A balanced representation of 
interests was obviously impossible on Boards constituted in this way. 


(b) The Causes. 


Ventenat’s second observation is particularly important as it points 
the way to an answer to the question which comes to mind immediately, 
namely what enabled the Communist Party so successfully to swamp 
the Boards of nationalised undertakings with its nominees? The party 
achieved this success mainly by securing for its members and sup- 
porters the seats reserved for representatives of consumers and users— 
two categories which were insufficiently well defined. 2° 


From the very beginning it has been extremely difficult to appoint 
representatives of consumers. There are two reasons for this. First 
of all, it is extremely difficult to determine what persons or institutions 
are in fact consumers of the output of a publicly owned undertaking. 
Sometimes—as in the case of the coal, electricity and gas industries— 
the group of consumers comprises the entire population of the country. 
In other cases it comprises a substantial proportion of the population 
(depositors in nationalised banks, policy holders of nationalised 
insurance companies, and even car owners if they purchase a Renault). 


18 M. VENTENAT: L’expérience des nationalisations. Premier bilan (Paris, Editions 
politiques, économiques et sociales, Librairie de Médicis, 1947), p. 139. 


19 Ibid., p. 140. 


20 Obviously, too, where one of the responsible Ministers was a communist, the 
seats in his gift also went to communists. But this allocation could only be effected 
by an extremely broad “interpretation” of the relevant legislation; Gendarme has 
pointed out that, of the six seats reserved for representatives of the State on the first 
Board of the Charbonnage de France, only two were occupied by Officials; the other 
four government representatives were workers or engineers, and all of them were 
trade unionists (R. GENDARME: L’expérience francaise de la nationalisation industrielle 
et ses enseignements économiques, Paris, Editions M.Th. Génin, Librairie de Médicis, 
1950, p. 116). e 
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secondly, consumers are usually not an organised group. Apart from 
the consumer co-operative movement there are very few voluntary 
consumers’ associations. 


The remedies to this situation adopted by the French legislature 
have proved most unsatisfactory. To take one example: can one con- 
sider agricultural associations as truly representative of the interests 
of electricity consumers? But the arbitrariness with which repre- 
sentative status has been awarded is not the only defect in the relevant 
legislation. The latter sometimes assigned responsibility for the 
appointment of consumer representatives to the State (as is the case 
with two of the six representatives of “economic interests’ on the 
regional colliery boards) or to workers’ unions (as in the case of two 
of the six representatives of consumers of mineral fuels on the Board 
of the Charbonnages de France). Arrangements of this kind inevitably 
created an imbalance in the representation of interests?! and opened 
the way for the emergence of political influences on the Boards 
wherever the unions involved had any connection with political parties. 
The establishment of political footholds was facilitated by the fact that 
the relevant legislation was sometimes extremely ambiguous; for 
instance, the legislation establishing the Charbonnages de France 
merely stipulated that the Board should include three “representatives 
of the principal consuming services and industries selected on their 
individual merits”. 22 


(c) The Consequences. 


These attempts to establish political control over the nationalised 
industries led the Government to amend the legislation governing the 
principal nationalised undertakings in April 1947, when the communists 
withdrew from the Government, As it had become clear that the Boards 
were liable to be split into two conflicting groups—representatives of 
the State and representatives of the trade unions, the former group 
being in the minority in most cases—the authorities began to work out 
methods of maintaining at least a reasonable balance. The most 
rewarding approach to the problem seemed to be to increase the 
number and strictness of the supervisory controls (of which more will 
be said later) and the neutralisation of the influence of the trade unions. 
As the seats reserved for consumer representatives had become a means 
of securing or strengthening positions on Boards from which political 
influence could be exercised, the composition of the Boards was 
revised to the disadvantage of the consumer representatives. This 
change offered the additional advantage of obviating any danger that 
consumers and workers might form alliances to force through their 
respective demands—low prices for the consumers, high wages for the 


21 As Lambert would say, these arrangements gave rise to a double distortion of 
the “conjunction of the three supremacies”; cf. Studies in the Social Philosophy of 
Co-operation, op. cit., pp. 173-175. 


22 Act of 17 May 1946, article 21. 
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workers—at the expense of the State, which would be powerless to do 
anything but make good the deficits incurred by such a course of action. 
Lastly, such a step gave satisfaction to the Committee of Audit for 
the Accounts of Public Undertakings, a supervisory body of steadily 
increasing prestige, which was pressing for the appointment to Boards 
“of members appointed exclusively on the grounds of their industrial, 
commercial and financial abilities”. 2 


2. Weakening of the Position of the Consumers 


The desires of the Committee were met by the decrees of 11 May 
1953 as amended by the decrees of 17 December of the same year. In 
pursuance of these decrees “competent persons” were appointed to the 
Boards of EDF, GDF, the Charbonnages de France and the regional 
colliery Boards ; the consumers were relegated to what Delion describes 
as “a sort of sub-group” of the new group of members. ?* Since 1953 
these Boards have consisted of three groups of administrators, with five 
seats each 2, namely the State, the staff and a third group consisting 
of three persons appointed on account of their competence and two 
representatives of the consumers. We are thus in the presence of a 
different type of tripartite system, or even of a quadripartite system. 
However, no amount of name-changing can disguise the fact that the 
balanced tripartite system originally established in French nationalised 
undertakings has been abolished and that the position of the consumers 
has been considerably weakened, particularly as their representatives 
are appointed by the Minister with supervisory responsibilities, either 
at his discretion or from among specific categories of persons 
designated by law. 


The abandonment of one of the fundamental principles underlying 
the work of the promoters of nationalisation in this manner is an 
extremely serious matter, particularly as the main criticisms applicable 
to the consumer members apply with equal cogency to the persons 
who have been appointed in place of some of them. The original 
nationalisation Acts did not lay down any criteria for the determination 
of the representative character of the different groups of consumers; 
but the 1953 decrees are equally silent on the methods to be used in 
determining the competence of the “competent persons”. How is one 
to judge whether a candidate for a seat on a Board actually has the 
“industrial and financial abilities’ required for membership of the 
Board of EDF or GDF?26 In practice this lack of precision leaves the 


23 Commission de vérification des comptes des entreprises publiques, 3 rapport 
d'ensemble (1952), Paris, Imprimerie des Journaux officiels, 1952, p. 6. 

24 A.G. DELION, op. cit., p. 130. 

25 Except in the regional colliery Boards, in which the staff appoint six repre- 
sentatives, the State two only and the representatives of the Charbonnages de France 
three. 

26 Decree of 17 Dec. 1953, article 1. 
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Minister free to appoint the “competent persons” at his discretion. 27 
In addition, there are no provisions designed to secure the independence 
of the “competent” directors vis-a-vis private interests. In the circum- 
stances it is not surprising that certain writers have drawn attention to 
the fact that the persons appointed in this way include not only 
managers of public undertakings and retired officials but also heads of 
private undertakings.?® There is clearly considerable danger that 
capitalist interests, under the guise of “competent persons”, may secure 
almost one-third of the seats on the Boards of Directors of undertakings 
from which nationalisation was designed to exclude them. ` 


3. Weakening of the Position of the Workers 


Thus the French Government found itself faced with a difficult 
choice, namely whether to allow the trade unions to appoint the per- 
sonnel representatives on Boards or whether to transfer these appoint- 
ments to the gift of the State. Finally Parliament adopted a compro- 
mise solution: the workers’ representatives were to be appointed by the 
public authorities on the recommendation of the most representative 
trade unions. However, this soiution raised yet a further -problem, 
namely that of how to determine whether a trade union is in fact 
representative. The relevant general legislation (article 31f of the 
Labour Code) lays down a number of criteria—membership, amount of 
contributions, independence, experience, longevity, attitude during the 
occupation—but only the first of these is all precise. The problem 
certainly could not be overcome on the basis of these criteria alone. 
Consequently a general decision was taken to the effect that all unions 
were representative. 


However, this decision brought the problem no nearer to solution. 
Wherever there was more than one trade union representing employees 
in an undertaking (as was practically always the case) the seats 
reserved for the employees’ representatives had to be distributed 
among them. One might have expected that the seats would have been 
distributed in proportion to the membership of each of the unions 
concerned. This was not, however, the case. The Government inter- 
preted its right of nomination as giving it. discretionary power not to 
allocate seats on Boards in proportion to the relative importance of 
the trade unions concerned. 298 It thus reserved the right to modify the 
proportions in which seats were allocated and even to refuse fo grant 
a particular union any seats at all (even if that union had formerly 
held seats) and to ignore the relative degree of representativeness of 
the unions within the different groups of employees. 30 


27 His freedom in this respect is absolute except in so far as no serving public 
official is allowed to be a member of a Board (Act of 27 May 1950, article 31). 

28 Cf. A.G. DELION, op. cit., p, 137. 

29 Cf. arrêt Syndicat des Ingénieurs des mines de Province, Conseil d'Etat, 
1 ‘October 1954 (Recueil Lebon, Paris, Sirey, 1954, pp. 843-844). 

30 Cf. arrét Syndicat national des cadres de la banque, Conseil d'Etat, 28 October 
1955 (ibid., 1955, pp. 507-509). 
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This attitude, which Delion describes as having “become for all 
practical purposes a rule of customary law in all publicly owned under- 
takings” 31, was merely a further consequence of the “political infiltra- 
tion” of Boards of Directors; in more concrete terms, it was to allow 
the Government to exclude the CGT from most of the Boards. “This 
was certainly the attitude underlying the Government’s refusal, on a 
number of occasions since 1949, to take CGT candidatures into consi- 
deration. In 1955, for example, the two CGT seats on the Board of 
EDF were vacant; while on the regional colliery Board for Northern 
France five of the six seats reserved for employee representatives were 
occupied by CFTC, CGT-FO and CGC members and only one by a 
CGT representative; this distribution of seats had no relation to the 
relative size of the different unions.” 32 


4, Disappearance of Responsibility to Groups Represented 


Before examining the third consequence of the political infiltration 
of nationalised undertakings, mention must be made of a development 
which constitutes yet another departure from the principles on which 
the tripartite system was based. Under the system as originally con- 
ceived, the directors had a genuine responsibility towards the groups 
whose interests they represented. This is in fact one of the funda- 
mental principles of the tripartite system, namely that “all the repre- 
sentatives must regularly give an account of their managership to their 
mandators, and confidence in them must be periodically renewed”. 33 


Today, however, the trend in nationalised undertakings in France is 
in a diametrically opposite direction. According to Delion “it has now 
been clearly realised that it is more important to select persons repre- 
senting states of mind than persons representing interests when making 
appointments to Boards.®* The task of the trade unionist or consumer 
appointed to a Board is not the representation of the workers or the 
consumers in abstracto but to take part in the Board’s work as an 
individual who happens to be a worker or a consumer”.%5 In addition 
to all this, boardroom secrecy is now the general rule. In the circum- 
stances there can be little doubt that there is a great gulf between the 
directors and the groups they represent—and particularly between the 
consumers and their representatives. 36 


31 A.G. DELION, op. cit., p. 135. 

32 Idem, L’Etat et les entreprises publiques (Paris, Sirey, 1959), p. 152. C.G.T.-F.O.: 
Confédération générale du travail-Force ouvrière. C.G.C.: Confédération générale des 
cadres. 

33 P. LAMBERT, op. cit., p. 221. 

34 In italics in the original. 

35. A.G. DELION, op. cit., p. 129. 

36 The few consumers’ representatives still left on Boards (forming a sub-group 
within the group of “competent persons”), are now selected, like the other members 
of the group, on a basis of individual merit, consequently they represent nobody but 
themselves, “and all they are required to do is to carry out their duties as directors 
conscientiously” (DELION, op. cit., p. 139). 
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5. Strengthening of the Machinery of Supervision and Control 


(a) Legal Background. 


As was stated earlier, the gradual transformation of nationalised 
undertakings into political battlegrounds led to a strengthening of the 
machinery of supervision and control. However, one must recognise 
that this process was merely a catalyst of governmental action. The 
authorities were in any case only too ready to clamp down. Their 
attitude springs from and reflects a feeling the paradoxical nature of 
which Professor Jean Rivero has aptly described as follows 37: “The 
State is in fact suspicious of the bodies it has itself established; of 
the directors which represent it in those bodies; of the managers it 
appoints; and even of the supervisors which it has appointed as custo- 
dians of these undertakings and which it finally appoints other persons 
to supervise.” 


As we are only concerned here with state control over nationalised 
undertakings in so far as it constitutes an obstacle to the exercise of 
democratic principles in the management thereof, we shall only outline 
the problem here. 


In the first place, new legislation is frequently enacted adding new 
items to the list of types of Board decisions which cannot take effect 
without the approval of the supervisory authorities. 38 


Secondly, the decrees of 11 May 1953 (to which reference has 
already been made on several occasions) extended state supervision 
over technical matters; in particular, they granted government repre- 
sentatives a right of veto. However, this right of veto was abolished 
by an Act dated 3 April 1955. 


Thirdly, ever since the nationalisation Acts the Ministry of Finance 
has been almost continually tightening its control; the keystone of the 
control machinery is the audit commissions established in 1950. ®° 


Lastly, the decrees of 11 May 1953 provided that the chairmen 
of the Boards of EDF, GDF, Charbonnages de France and the regional 
colliery authorities were to be appointed by the State after consulting 
the Boards concerned. The system was slightly changed by the decrees 
of 17 December 1953, under which the appointments are made on the 
recommendation of the Boards concerned. 


(b) Practical Effects. 


In law, then, nationalised undertakings were completely under the 
control of the State; but to what extent is this control effective? “If 


37 J. Rivero: “L'évolution du droit des entreprises nationalisées (1946-1955), in 
Le fonctionnement des entreprises nationalisées en France, op. cit., p. 63. 

38 For example, the decree of 22 June 1960 (a recent case) provides that the 
approval of the supervisory authorities shall be required for “measures relating Lo 
the elements of remuneration of employees, their contractual conditions and their 
retirement pensions schemes”. 

39 Decree of 12 August 1950 (subsequently amended by a decree dated 26 May 1955). 
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one goes by the letter of the law, ‘the autonomy of nationalised under- 
takings’ is merely an empty phrase; they are in fact directed by the 
State, which makes its influence felt in every aspect of their activ- 
ities.” 40 In fact, however, although they appear to be entirely under 
state direction, these undertakings have managed to preserve a very 
substantial measure of autonomy—possibly even more substantial than 
even the most extreme champions of autonomy for nationalised under- 
takings had hoped for. The reason for this state of affairs is not far 
to seek. 


(1) The establishment of a system of multiple supervision which 
bears witness to its ineffectiveness and is at the same time an attempt 
to remedy that ineffectiveness—has had an effect opposite to that 
intended; control and supervision has been divided among too many 
different agencies established without proper co-ordination, with the 
result that they actually hinder one another. Worse still, there are 
signs of actual competition between the different supervising agencies, 
namely between the technical ministries on the one hand and the 
Ministry of Finance on the other. 


(2) The officials who exercise the supervision, regardless of which. 
agency they belong to, tend to become advisers rather than censors; 
there has never been a case of sanctions being applied as a con- 
sequence of a posteriori supervision, while a priori supervision, by its 
very nature, tends to take the form of participation in management 
rather than supervision over the actions of management from above. 


(3) Lastly, one might have assumed that, as the general managers— 
who, as will be seen later, hold the real power in nationalised under- 
takings—are appointed by the State, they are subordinate to the will 
of the State. However, experience has proved that this is far from 
being. the case; the general managers, “although appointed by the 
Government, measure their own success by that of the undertakings 
they manage and will defend their charges, even against the Govern- 
ment, whenever they think this necessary”. 41 


6. Dominant Position of the General Managers 


Thus, notwithstanding the establishment of supervisory and control 
agencies in large numbers and the wider and wider powers granted to. 
them, nationalised undertakings in France have succeeded in maintain- 
ing their autonomy. The next question to be examined is that of where 
the real power lies within the undertaking itself—with the Board of 
Directors or with top management. An examination of the facts will 
show clearly that there are two trends in force at present, on the one 
hand, the position of the Boards is steadily becoming weaker, while 


40 RIVERO, op. cit., p. 68. | : 
41 Ibid., p. 69. On page 56 of the same article Rivero quotes a number of examples. 
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on the other that of the ee in. top management is geg 
growing stronger. 


(a): Weakening of the Position of the Boards.. 


The ultimate authority lies with the Board of Directors. In practice, 
however, the latter has gradually surrendered its authority to the top 
management. This gradual relinquishment of authority has been 
brought about by a number of factors which can be classified under 
four main headings. 


First of all, it must be recognised that the Boards themselves are 
to. some extent responsible for their downfall. In most undertakings 
they have delegated practically all their powers—-all, in fact, save those 
which the law expressly prohibits them to relinquish—to the general 
manager. However, the Boards cannot be held entirely responsible for 
this trend, which is—to some extent at least—an inevitable consequence 
of the inherent weakness of their position as established by law (this 
subject will be examined later). 


The Government, too, must take a share of the blame. The chair- 
man of a Board—the only person at all times in a position to exercise 
the Board’s authority vis-a-vis the general manager—was originally 
appointed by the Board itself subject to the approval of the supervisory 
authority; today, however, he is appointed by the Government. By thus 
disrupting the solidarity which should exist between the chairman and 
the members of the Board, the Government has seriously weakened the 
chairman’s position. 4? 


The ineffectiveness of the Boards is further aggravated by certain 
weaknesses arising out of their tripartite composition. The repre- 
sentatives of the employees and the consumers frequently lack the 
necessary technical competence and the desirable experience. 
Obviously, they cannot be blamed for their shortcomings; the fault lies 
with the present-day system of economic and social organisation and 
the method of selecting members 28 The fact that the members of 
Boards are not truly representative further weakens their authority. 
As. boardroom meetings are usually secret, the employee and consumer 
representatives are unable to report back to the groups whose spokes- 
men they are supposed to be and obtain from them the support which 
would give their arguments greater weight with the rest of the Board. * 
The directors who represent the Government are in little better case, for 
the Government itself has weakened their position considerably by 
setting up, one after the other, agencies of supervision and control 
over their heads. 


42 B. CHENoT: Les entreprises nationalisées (Paris, P.U.F., 1959), p. 109. 

43 The situation could be remedied by the appointment to consumer seats of 
officials of co-operatives, who have substantial experience of the management of 
complex enterprises, and the rescinding of the requirement that the employees must 
be represented by trade unionists actually employed in the undertaking concerned. 

44 CHENOT, op. cit., pp. 110-111. 
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. Lastly, as was stated earlier, the loss of authority on the part of 
the Boards has been to a considerable extent a foreseeable consequence 
of weaknesses inherent in their conception. A Board does not normally 
meet more than once a month; its members have no opportunity of 
acquiring a thorough knowledge of the undertaking’s activities, its 
development and its problems, particularly as the directors devote the 
greater part of their time to other extremely important activities in 
their respective spheres, to which Board attendance is marginal. 
Worst of all, the Boards have no research departments or secretariats 
which can inform them of the problems arising, set them out in clear 
and simple terms and prepare tentative decisions. The task a Board 
actually finds itself fixed with is one of taking decisions on questions 
put and prepared by top management, which is in day-to-day contact 
with the different activities of the undertaking concerned. Consequently 
it is hardly surprising to learn that in most cases the Board merely 
approves the proposals of the management. In the circumstances it 
was only natural that Boards, “recognising their amateur status, should 
follow the advice of technicians and, recognising their absentee 
character, should follow the advice of those who are always on the 
spot”. 45 


(b) Increase in Authority of Top Management. 


As the importance of the Board of Directors has gradually waned, 
the authority of top management has steadily increased. 


The increase in management’s influence is due first of all to the 
fact that the management has certain advantages which the Board has 
not—technical competence, continuing nature of duties, detailed know- 
ledge of the problems of the undertaking, better information, ability 
to call on research departments and secretariats, etc. 


A further factor strengthening the authority of top management is 
the fact that the staff representatives on the Board include a number 
of members of middle management. Their technical competence gives 
them great influence. 


A further fact which must be taken into account is the personal 
relationships existing between the members of Boards representing the 
State, the supervisory authorities and the members of the top manage- 
ment. The great majority of them are all either former senior civil 
servants (in particular from the Ministry of Finance) or engineers from 
one or other of France’s élite of technical colleges (grandes écoles). 
Their education and past experiences makes for an esprit de corps— 
even an “old boy” spirit—and a mutual respect which leads the 
directors and controllers to place considerable trust in the managers. 48 


45 RIVERO, op. cit., p. 69. 


46 CHENOT, op. cit., p. 110; P. BAUCHET, Propriété publique et planification (Entre- 
prises publiques non financières), Paris, Editions Cujas, 1962, p. 262. 
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7. Conclusion 


(a) As a result of the two trends described above—the decline of 
the authority of the Boards and the increasing autonomy of the top 
management the latter have gradually come to exercise a virtually 
unchecked power in nationalised undertakings in France. It can there- 
fore no longer be said that “the reign of management” is a character- 
Gen of capitalist undertakings only; it exists in the public sector as 
well, 


On the other hand, technocracy as it has established itself in 
nationalised undertakings has taken on new and more absolute forms. 
In a capitalist undertaking “managesr are only free to rule in so far 
as they serve the Boards of Directors”; moreover, “they are appointed 
by the Boards of Directors”.#7 In a nationalised undertaking the 
manager is not the servant of the Board; the members of the Board, 
unlike their counterparts in a capitalist undertaking, have no personal 
interests to defend and are not in a position to defend the interests 
of the groups of citizens they are supposed to represent. They do not 
even appoint the managers; this is done by the State. One may argue 
that the technicians have merely acquired a new master; that they are 
appointed by the State and that they are the servants of the State. 
However, as we have already seen, this is not the case; the position of 
the top management vis-à-vis the supervisory authorities, far froin 
being one of subordination, is one of co-operation and sometimes even 
of complete independence. Thus the technocrats in the nationalised 
sector are much more autocratic than those in the private sector. 


(6) The technician may “be a champion of the undertaking he 
works in” and judge the success of his own career by its prosperity; 
but “he must be reminded from time to time that there is such a 
thing as the State” 48, or rather that there are such things as workers, 
consumers and citizens. Paul Ramadier has summed up the practical 
consequences of this mentality, which gives rise to an over-exclusive 
concern with technical achievement, as follows 49: 


“It would be unfair to allege that the State, the consumers and the 
workers have all been systematically sacrificed. Generally speaking, 
they have certainly benefited from the material progress achieved. But 
they all believed that nationalised undertakings would be directed by 
them and would work for them. To say that nationalised undertakings 
work only for themselves would be an exaggeration, but an exagger- 
ation with a considerable proportion of truth in it.” 


47 LAMBERT, OP. cit., p. 219. 

48 CHENOT, op. cit., p. 111. 
. 49 P. Bananen, “Les nationalisations et l'Etat en France”, in Seconds Mélanges 
Milhaud (Liège, I.C.R.1.C.E., 1960), p. 135. 
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B. GREAT BRITAIN 


The Position of the Consumers 


In any study of democratic practices in nationalised undertakings 
in Great Britain special attention must be given to the consumers’ 
councils. The fact that these councils have to safeguard the interests 
of consumers from a position outside the undertaking makes their 
task more difficult than that of the bodies responsible for safeguarding 
the interests of the workers, and the results they achieve are therefore 
of correspondingly greater significance. 


1. Establishment of the Councils 


(a) The consumers’ councils provided for under the nationalisation 
Acts were soon established. In some cases decentralisation was taken 
even further than had been originally foreseen. For instance, the con- 
sumers’ councils for gas and electricity, with the agreement of the 
responsible minister, set up on their own initiative district consultative 
councils covering subdivisions of the different areas.5° As Professor 
Robson points out, this system offers two advantages; in the first place 
it provides for more direct contact between the consumers and their 
representatives, and in the second place, it “enables most of the indi- 
vidual complaints to be dealt with at local level, thereby leaving the 
consultative council free to consider the larger questions affecting 
consumers as a whole or large categories of them”. 51 


(6) All the members of the councils (including the chairmen) are 
appointed by the responsible minister. It might be feared that this 
system would allow political interests to gain a foothold in the coun- 
cils—a problem which has bedevilled the functioning of boards of 
nationalised industries in France. However, these fears proved un- 
founded; in spite of the freedom they enjoy within the framework of 
present legislation, the ministers have not taken unfair advantage of 
their powers, and no case has yet occurred of a minister attempting to 
“stack” a council with members or supporters of his own party. An 
examination of the lists of members reveals that the persons appointed 
are usually persons of no particular political leanings—members of the 
co-operative movement, of commercial associations, of parents’ asso- 
ciations, of trade unions, etc.; in addition no preference for members 
of any particular party has ever been shown in the appointment of 
representatives of local authorities (a certain number of whom must be 


50 Apart from these committees there were, at the time of the reform of the land 
and inland waterway transport services in 1962, 40 councils attached to the gas and 
electricity industries, the Coal Boards and the transport industry (excluding air 
transport). (See Nationalised Industries in Britain, op. cit., p. 29.) 

51 Rosson, op. cit., p. 257. 
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appointed to the consultative councils for gas and electricity). Both 
Labour and Conservative Ministers deserve all credit for the impartial- 
ity they have shown in this respect. 


2. Functioning of the Councils 


(a) Councils normally meet five or six times a year; regional and 
area councils tend to meet slightly more often. Their terms of refer- 
ence are to study and report to the Boards on any complaints and 
suggestions submitted to them, either at the request of consumers or 
users or upon their own initiative, and to give advice to the Boards 
and responsible ministers. Thus they not only take up problems on 
their own initiative but also examine problems referred to them by 
consumers, by the minister or ministers or (in the case of consultative 
committees or councils) by the Boards. 


(6) The press and the general public are allowed to attend meetings 
of most of the councils; however, secret sessions are sometimes held. 5% 


3. Dependent Position of Councils 


Admittedly, the present organisation of the councils is not perfect. 
As defenders of consumer interests they may have to take up positions 
opposite to those of the Boards, criticise their policies and object to. 
some of their decisions. In the circumstances it is highly desirable 
that each council should as far as possible be completely independent 
of the Board to which it is attached. However, this is far from being 
the case; the councils are dependent on the Boards in a variety of 
ways. 55 


(a) With the exception of the two consumers’ councils for coal, 
which are financed directly by the responsible ministry, all the councils 
are financially dependent on their respective Boards, which pay all 
their expenses. This situation is regrettable in itself, and in addition, 
as will be seen later, it has unfortunate effects regarding the publicity 
given to the work of the councils. 


(b) Secondly, the councils depend on the Boards for the provision ` 
of their staff54, which often includes the secretary of the Board con- 
cerned. This is clearly a serious drawback, as the effectiveness of the 
councils depends to a considerable extent on the competence of their 
secretariats. If they are unable to have detailed studies made of the 
problems on which they have to express opinions or themselves to call 


52 Nationalised Intlustries in Britain, op. cit., p. 29. 

53 These weaknesses have been particularly well analysed by Rosson, op. cit., 
pp. 243 ff. 

54 The two exceptions to this rule are the coal councils, whose staff is provided 
by the responsible minister. 
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for investigations of particular problems, they are forced to rely 
exclusively for information on the reports of the Boards and are thus 
in a position of dependence just as dangerous as that of the Boards 
of Directors of nationalised undertakings in France vis-a-vis their top 
management. 


(c) Thirdly, the consultative councils for gas and electricity have 
their reports published by the Boards to which they are attached. In 
practice, although separate publication would be psychologically pre- 
ferable, the councils’ reports are published together with those of the 
Boards. 


Lastly, it is extremely difficult for a council to criticise a Board 
in full freedom if its membership includes a representative of that 
Board. The presence of a member of the Board at council meetings 
certainly acts as an inhibiting factor. 


4. Possibilities of Introducing More Advanced 
Democratic Practices 


However, although the present ysstem of organisation of the 
councils is unsatisfactory in a number of respects, it none the less 
allows scope for the introduction of more advanced democratic 
practices. 


(a) The chairmen of the consultative councils for gas and electricity 
are ex officio members of their respective Boards. This is a wise 
arrangement, as it helps to ensure that greater account will be taken 
of the interests of the consumers. The chairman of the council is thus 
in a position to keep the members of the Board informed of the 
opinions, the needs and the desires of the consumers in the most direct 
manner possible—i.e. by the statements and comments he makes at 
Board meetings. In addition, this system gives the consumers, through 
the votes cast by the chairmen of their respective councils, a direct 
influence on the decisions of the Boards. In fact, it reminds one in 
some respects of the tripartite system as originally contemplated in 
France; if it were applied more generally, the democratic element in 
the system of consumers’ councils would be considerably enhanced. 


(b) The second factor which may eventually permit further demo- 
cratisation of the system is the “consultative” character of some of the 
councils. Obviously, a council with consultative status can do more 
than merely communicate complaints received to the Board to which it 
is attached; it can actually influence the Board’s policies and decisions. 
The granting of consultative status to all the councils would be a 
considerable step towards the establishment of a truly democratic 
system. It would be a simple matter to bring about such a reform: 
all that would be necessary would be to make the provisions of the 
Electricity Act, 1957, under which Area Boards are required to com- 
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municate their programmes to their respective area consultative coun- 
cils and to take due account of their comments thereon, applicable to 
all Boards of nationalised industries; they are already applicable to 
the Gas Boards. 


5. Work of the Councils 


Notwithstanding the inadequacy of their financial and secretarial 
resources, the councils have performed a substantial amount of valuable 
work. Here are some of the items which have appeared on council 
agendas 55: 


coal: delivery periods, quality of coal delivered, consumers’ storage 
problems (for domestic coal); problems of productivity, recruitment, 
import policies (for industrial coal); 


electricity and gas: easy payment terms, rental of meters, use of pre- 
paid tokens in gas meters; 


transport: lateness of trains, season tickets at reduced rates, closing 
down of lines. 


Another item which frequently appears on the agendas of all 
councils is prices and tariffs. 


The consultative committees, which have wider powers than the 
councils, have even studied problems of general policy facing national- 
ised industries. The electricity councils have examined a number of 
rural electrification plans, while the Central Transport Consultative 
Committee examined, inter alia, the plan for the reorganisation of the 
railways drawn up by the British Transport Commission in the 
_ financial year 1954-55, It should also be noted that the industrial coal 
consumers’ council, although not strictly speaking a body with con- 
sultative status, carried out a study of the plan for the coal-mining 
industry drawn up in 1950, 56 


6. Achievements 


(a) One method of measuring the effectiveness of the council system 
is the store which the consumers they represent set by them. In 1956 
the Herbert Commission, which was set up to conduct an inquiry 
into the nationalised electricity industry, made a detailed examination of 
the functioning of the industry’s consultative councils. Section 446 
of the committee’s report 57 contains an extremely disturbing remark: 


55 See the annual reports of the councils and (in the case of the Gas and 
Electricity Councils) the annual reports of the Boards. Other lists will be found in, 
for example, H. Bourcuier: “Dix ans d'expérience des comités de consommateurs de 
charbon industriel et domestique en Grande-Bretagne” (translation by P. Romus), in 
Revue des Sciences économiques, Sep. 1958, pp. 157-166; ROBSON, op. cit., pp. 243 ff. 


56 See sections 11 ff. of the council's report for 1951, 
57 Cmd. 9672/1956. 
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“There is little doubt in-our opinion that the vast majority of electricity 
consumers throughout the country are completely ignorant of the 
existence or purpose of the consultative councils.” The same is 
probably true of the consumers’ councils for the other nationalised 
industries. 


To a considerable extent this situation is due to the inadequacy 
of the councils’ financial resources. As they have no funds of their 
own they cannot try to reach the consumer through appropriate 
publicity if the consumer does not come to them. They are thus 
entirely dependent on such free publicity as they can obtain from the 
local press, local authorities, etc. 58 


On the other hand, the fact that the numbers of requests and com- 
plaints sent in to councils by individual consumers is rapidly increasing 
suggests that consumers in general are gradually becoming more 
aware of the existence of the councils and the purposes they serve, 5° 


(6) The effectiveness of the activities of the councils depend to a 
considerable extent on the attitudes of the Boards towards them and 
their work. Robson describes this attitude as “courteous and co- 
operative”. 60 However, not all commentators are as satisfied with 
the situation as Professor Robson, and his views must probably be 
accepted with some reservations. He himself recognises ® that the 
Boards all too often tend to neglect public relations problems (which 
include relations with the councils) and sometimes do not even consider 
them important enough to justify attention. 82 


(c) We must now turn to the question of what the councils have 
actually achieved. On a number of occasions the responsible ministers 
—and particularly the Minister of Transport—have set aside the pro- 
posals or criticisms of the councils; on one occasion the Central 
Transport Consultative Committee went so far as actually to complain 
of the contempt with which its views were treated by the Government. 63 
However, the attitude of the Government was not necessarily inspired 
by contempt for the views of the councils; the overriding considerations 
were in fact policy decisions which in certain cases were to be 
ultimately of benefit to the consumers. In 1952 there was even a case 
Where the Central Transport Consultative Committee expressed its 


58 It seems, however, that the ignorance of the general public is sometimes due 
to negligence on the part of the councils themselves; see ROBSON, op. cit., p. 258. 

59 Ibid., p. 256. Professor Robson drew up a table showing the number of requests 
and complaints examined by the electricity councils during the first ten years after 
nationalisation (1948-49 to 1958-59). He succeeded in obtaining totals for 11 councils; 
in 1948-49 they only received 18 requests, but by 1958-59 the yearly total had increased 
to 1,592. Unfortunately some councils do not publish figures of this kind, while others 
only give figures for major problems submitted to them. Consequently, all one can 
do with these figures is to treat them as indicative of a general trend. 

60 Ibid., p. 263. 

61 Ibid., pp. 272-277. 

62 In addition, Kelf-Cohen has pointed out that the annual reports of the Boards 
contain very little material on relations with the councils. See R, KELF-COREN: Nation- 
Glisation in Britain. The End of a Dogma (London, Macmillan, 1958), p. 256. 

63 See the council’s annual report for 1951, passim. 
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regret that the Government had taken no notice of its favourable 
reaction to the British Transport Commission’s proposal fo increase 
transport charges. 64 


As was Stated earlier, the responsible minister may issue directions 
to Boards requiring them to implement recommendations of councils. 
The fact that no minister has ever made use of this power might be 
taken as evidence that the responsible ministers are ill-disposed 
towards the councils. This would almost certainly be an erroneous 
interpretation of the situation, as it does not make any allowance for 
the manner in which responsible ministers in Great Britain exercise 
their supervisory powers over nationalised undertakings. 


The minister with supervisory responsibilities can issue directions of 
a general character to a Board on matters which he considers affect the- 
national interest. These directions must be published in the annual 
report of the Board concerned; the minister who issued them thus bears 
responsibility for them to Parliament and to the general public. In the 
circumstances it is understandable that ministers prefer to make their 
influence felt more discreetly- (but no less effectively) by frequent 
contact and discussions with the persons in direct control of the under- 
takings concerned or, in certain cases, by bringing pressure to bear 
on them.® This also explains why the method of issuing directions 
has only been used once—in April 1952, when the British Transport 
Commission was “invited” not to increase some of its tariffs. 6 How- 
ever, it should be stressed that the supervisory powers- of the res- 
ponsible ministers, though real, are not absolute; at meetings between 
the ministers (or their representatives) and the Boards there is usually 
a genuine. discussion; consequently the decisions taken are usually 
the outcome of co-operation between ministers and Boards rather than 
ministerial decisions with which the Boards have to comply. $7 


7. Conclusion 


The conclusions one can draw from the foregoing can be best 
expressed by a quotation from the Herbert Report, which states that, 
in spite of their limited spheres of influence, “in a quite modest way 
the Consultative Councils have done and are doing creditable work in 
safeguarding the consumers’ interests” and that “the general body of 
consumers are being well served by their councils”.68 In Robson’s view 


64 See the report of the Committee on this question (Cmd. 8513/1952). 

65 See in particular Special Report from the Select Committee on Nationalise] 
Industries (London, H.M. Stationery Office, House of Commons 120/1955-56), passim. 

66 This direction gave rise to the complaint from the Central Transport Consulta- 
tive Committee which was mentioned earlier. It is difficult to argue that this 
directive—the only one ever issued—was liable to give rise to adverse reactions among 
the electorate, 

67 KELF-COHEN, op. cit., p. 172. 


68 Herbert Report, section 446. 
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the same can be said of the representative'bodies for the coal industry 
and for transport, 6 j 
{ 


The Position of the Employees 


1. Training and Improvement of Qualifications. | 


The obligation laid on nationalised undertakings to grant their 
employees all desirable facilities for training and the improvement of 
their skills does not in essence appear at first sight to be a factor 
designed to promote democratic practices. In fact, however, it is a 
factor of some importance making for the spread of such practices. 
It has already been seen—and it is universally recognised—that em- 
ployees, just like the majority of consumers, do not have sufficient 
technical competence to be able to make the effective contribution to 
management which they should make under a democratic system. 
Consequently, any measure designed to make up for this lack of com- 
petence will make for conditions more favourable to the successful 
introduction of such practices. S 


The Boards seem to have approached their task with a full realisa- 
tion of its value and have’ established large-scale training pro- 
grammes. 7°.The programmes are usually drawn up with the assistance 
of committees especially established for the pourpose—such as the 
National Advisory Committee on Mining Education—and including 
representatives of the bodies concerned (national and Area Boards, 
Ministry of Education, etc.) and of the employees themselves, The 
achievements so far include the organisation of conferences and courses 
designed to enable the different categories of workers to broaden their 
technical knowledge, practical training course for young technicians 
fresh from school, and further training courses for administrative per- 
sonnel. There are also bursaries and fellowships by means of which 
both white-collar and manual workers can undertake or resume study 
courses up to university level or undergo practical training courses 
abroad. The National Coal Board has even made university scholar- 
ships for the study of social sciences available to those of its employees 
who have worked underground for at least five years. 


Admittedly, the present arrangements offer scope for improvement. 
However, they do make it easier for employees to acquire knowledge 
which will enable them better to understand the problems of manage- 
ment and to form more intelligent judgments thereon.7! In addition, 


69 Op. cit., p. 258. 

70 See the annual reports of the Boards on training actiities. Rosson (op. cit.. 
pp. 334-344) offers us a convenient and eloquent reference table showing what has been 
achieved in practice. 

71 The facilities offered by nationalised undertakings to enable their employees 
to obtain further training are particularly welcome as the trade unions themselves 
do not always seem sufficiently aware of the responsibilities incumbent on them in 
this field; see ROBSON, op. cit., p. 335, and M. SHANKs (editor): The Lessons of Public 
Enterprise. A Fabian Society Study (London, Jonathan Cape, 1963), p. 121. 
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they indirectly help to improve labour-management relations—a factor 
in its favour from the point of view with which we are concerned here. 
The awareness of employees in nationalised industries that they now 
have opportunities of improving their condition as well as their know- 
ledge “is in marked distinction to the pre-nationalisation position, 
especially in coal mining”. 7? 


2. Joint Consultation. 


But by far the most important factor making for democratic man- 
agement—from the point of view of the employees—is the fact that 
nationalised undertakings are required to set up joint consultation 
machinery, in agreement with the representative workers’ organisations, 
to study major problems of various types. 73 


(a) Practical Arrangements. 


As each undertaking was left free to establish the type of machinery 
which seemed most appropriate in the light of prevailing conditions, 
the arrangements adopted vary somewhat from industry to industry. 
In some (land and air transport) the machinery used to negotiate 
collective agreements on working conditions is also used for joint 
consultation; in others (coal and electricity) there is separate machinery 
for joint consultation; while in the gas industry the two functions are 
handled separately at the district level but by the same machinery at 
the area and national levels. 

Where joint consultation is not effected through the machinery used 
for collective bargaining joint advisory committees are usually estab- 
lished at three levels; there is the national committee at the apex, 
with area committees and local committees in each individual establish- 
ment (colliery, power station, etc.). In the electricity industry, which 
has the most comprehensive joint consultation machinery, there are, 
in addition to the national committee, 12 area committees, and 
approximately 470 local committees. 74 

Both the Boards and the employees are represented, the exact 
proportions varying from committee to committee. The employee 
members of the national and area committees are officials of the 
principal trade unions; the employee representatives on local com- 
mittees are normally elected by the employees concerned and must be 
members of a union, although they need not be union officials. In the 
coal industry the situation is slightly different; the employees vote for 
one of two names put forward by the local branch of each union 


72 The Lessons of Public Enterprise, op. cit., p. 122. 

73 Nationalisation did not lead to any substantial changes in the method of 
concluding collective agreements. In practically every case the necessary machinery 
had been established before nationalisation and remained unaffected by the change 
of ownership; subsequently, however, procedural changes were introduced in some 
industries isee Nationalised Industries in Britain, op. cit., pp. 27-28). 

74 SHANKS, op. cit., p. 117. 
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represented for each vacant seat. Thus the actual composition of the 
committees varies considerably; for instance, local committees in the 
coal industry comprise six representatives elected by the employees 
concerned, two representatives of the National Union of Mineworkers, 
one representative of the Board, three representatives of the manage- 
ment of the undertaking concerned and the manager himself, who acts 
as ex officio chairman. 75 


(b) Achievements of Joint Committee System. 


l. In assessing the value of this system one should begin by 
examining the relations between committees and Boards on the one 
hand and committees and employees on the other. 


The relations between committees and Boards depend more on the 
attitudes of the individuals concerned and the purposes they consider 
the machinery should serve than on the intrinsic merits or drawbacks 
of the machinery itself. Thus the value of joint consultation varies 
from industry to industry and even from undertaking fo undertaking 
within a given industry. Where the machinery does not work weil the 
fault frequently lies with the committee members themselves T6; the 
members of the Boards sometimes tend to consider that attendance at 
committee meetings is an irksome waste of time, while the trade unions 
sometimes visualise the committees as no more than a platform from 
which to press their claims. Generally speaking, however, the 
machinery works satisfactorily; after an inevitable period of adaptation 
the management and trade union members gradually got to know one 
another better and to respect one another more, to understand and 
respect one another’s viewpoints and io move towards more con- 
ciliatory attitudes under the influence of the other side. 


But this tendency has had a somewhat paradoxical effect on 
relations between the committees and the employees; it seems actually 
to have weakened the relations between the workers and the trade 
union representatives. Something similar had occurred earlier, when 
it first became customary to include at least one trade union repre- 
sentative in each Board, in the work of which he sometimes played a 
leading part.77 Even today many workers immediately become suspi- 
cious of a trade union official who joins a Board; he is “too often 
regarded ... as having ‘gone over to the other side’ ”.78 The seeds of 
suspicion were nurtured by the relatively conciliatory attitudes 
adopted by the trade union members of Boards. It must be admitted 
that their position was not an easy one; they were expected to be 
hard bargainers, while at the same time they were expected to show 
a co-operative attitude in advisory committees.’ Thus the workers— 


75 Nationalised Industries in Britain, op. cit., p. 28; ROBSON, op. cit., p. 346. 

76 Cf. M. SHANKS, op. cit., pp. 120-121. 

77 Lord Citrine, a convinced trade unionist, was Chairman of the Central Electri- 
city Authority from the time of its establishment to that of its dissolution. 

78 SHANKS, op. cit., p. 25. | 

78 ROBSON, op. cit., p. 347. 
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and particularly the mineworkers—gradually came to feel that they 
were not always properly represented by the trade union members of 
joint consultation committees—particularly at the area and national 
levels, to the members of which they had hardly any direct access. 80 
But it must be remembered—and this is particularly important from 
the point of view of the problems we are studying here—that it is 
not the committee system itself which is at fault. Professor Robson 
has clearly shown that it is up to the trade unions themselves to 
remedy the situation by improving their contacts with the rank and 
file at every level of their respective organisations and by bringing their 
organisational patterns more closely into line with that of nationalised 
industries. 81 


2. From the more practical standpoint, however, extremely encour- 
aging tendencies can be seen in the work of the committees. 82 


The legislation governing nationalised undertakings stipulates that 
there may be joint consultation between Boards and employees on all 
matters of mutual interest (safety; health, welfare, productivity, 
financial problems, etc.); the only subjects specifically stated to be 
outside the competence of joint consultation machinery are matters 
relating to wages, salaries and conditions of employment, which are 
the responsibility of the collective bargaining machinery. Apart from 
these questions, “the scope of joint consultation is virtually as wide 
and comprehensive as the scope of the nationalised industries them- 
selves”. 83 


An examination of the annual reports of the Boards will show that 
the joint consultation committees are continually extending the range 
of the subjects they cover. In the earlier years of their operation they 
tended to confine themselves to subjects of direct interest to the 
employees, and their agendas were made up of items relating mainly 
to safety, welfare and training. Gradually, however, they began to 
devote an increasing amount of attention to problems relating to all 
aspects of the functioning and management of the undertakings con- 
cerned. In the electricity industry, for example, the joint consultation 
bodies studied a number of major problems such as research, the 
financing of investments and rural electrification. Sé In the coal-mining 
industry the main concern was with technical and social problems and 
in air transport with problems of employment; but in every branch the 
growing interest in fundamental problems of a general character was 
apparent. It is therefore not an exaggeration to say that joint advisory 
committees are gradually developing into “forums in which manage- 


80 Ibid., p. 347. 

81 Ibid., pp. 347 and 349. 

82 Evidence of these tendencies is to be found in the sections on relations with 
employees in the annual reports of the Boards. Robson has also drawn attention to 
them (op. cit., pp. 350ff..- 

83 Rosson, op. cit., p. 349. 

84 See the reports of the Boards for 1956-57 and subsequent years. 
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ment has reported to, and been cross-questioned by, workers’ repre- 
sentatives about finance, investment and future planning”, 85 


At the same time signs are appearing of another trend which, 
although less marked, is also extremely promising. For some years 
now, in the electricity industry (which is certainly playing a pioneer 
role in this field) more direct contacts between committee members and 
individual employees have been promoted by the encouragement of 
unofficial meetings of the employees in individual departments of a 
particular undertaking. In addition, the committees are gradually 
taking on executive as well as advisory functions in fields of direct 
concern to the workers, such as safety and health. 88 


3. Conclusion. 


In conclusion, let us quote Shanks once again where he writes that, 
although it would be an exaggeration to claim that the joint consulta- 
tion system has led to radical changes in relations between labour and 
management “it has brought about considerable improvements and 1t 
could bring about many more. With the abandonment by the unions of 
the traditional concept of ‘workers’ control’, joint consultation has in 
fact become one of the most important measures for advancing 
industrial democracy.” 85 


lil. Summing-Up 


In both France and Great Britain nationalised undertakings are 
administered by Boards of Directors with similar functions and with 
powers defined and delimitéd in almost identical terms. From the 
standpoint of the democratic administration and control of such under- 
takings the French system has definite formal advantages over the 
British system, as in France consumers and workers are both repre- 
sented directly on the Boards of Directors under the tripartite system, 
whereas in Great Britain the Boards are made up entirely of tech- 
nicians, and the only means by which consumers and workers can 
exercise any influence on their decisions is through the intermediary 
of councils and committees of a purely advisory character. 

In reality, however, the situation is somewhat different. First of all, 
the Executive has considerably increased its influence over nationalised 
undertakings. In France a substantial body of new legislation has 
been introduced increasing the number of cases in which ministerial 
approval of decisions is required, tightening up technical supervision, 


85 SHANKS, op. cit., p. 117. 
86 Ibid., pp. 117-119. 
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extending the powers of the Ministry of Finance and providing for 
stricter supervision of individuals. In Great Britain the initial legis- 
lation has not been amended, but the responsible ministers have 
increased their influence by means of frequent discussions with those 
in control of the individual undertakings. In both countrie the result 
has been the same; the Executive has acquired a greater influence over 
nationaised undertakings than was assigned to it under the original 
legislation. But it is influence which the Executive has acquired rather 
than authority; supervision takes a co-operative rather than an imper- 
ative form. In fact, the decisions taken are often the outcome of free 
discussions between the parties concerned. In this respect then, the 
systems adopted in the two countries offer equal scope for the develop- 
ment of democratic practices; and France remains ahead on points 
owing to the formal superiority of the French system. 


Unfortunately, when the tripartite system was first put into practice, 
it exposed the Boards of nationalised industries to political influences 
to an alarming extent. This infiltration was mainly due to the 
ambiguity of the rules for the appointment of consumer representatives. 
This problem, together with the danger that workers’ and consumers’ 
representatives might form a united front against the government 
representatives, led the authorities—which were in any case being 
pressed by various supervisory agencies to take measures of this 
kind—to change the composition of the Boards, considerably weakening 
the position of the consumers and allocating the seats taken from them 
to “competent persons”. These measures deprived the tripartite system 
of much of its practical value. The system was further weakened by 
the acquisition by the authorities of the power to allot the seats 
reserved for workers’ representatives among the different trade unions 
at their own discretion and by the fact that members of Boards do not 
report back to those they represent. 


A second trend is visible in France, namely the gradual concentra- 
tion of all the real power in individual undertakings in the hands of 
the top management. The position of the Boards of Directors, which 
are in theory the supreme bodies of nationalised undertakings and the 
instruments through which the principles of economic democracy are 
supposed to be implemented, is steadily weakening, mainly because 
they only meet from time to time and because they lack qualified 
assistance, On the other hand, the independence of the top management 
is steadily increasing, primarily because its members have the necessary 
technical competence and because of the full-time nature of their 
functions, not to mention the esprif-de-corps and the “old boy” 
relationship prevalent among top managers, government representatives 
on Boards and members of supervisory agencies. Rather paradoxically, 
as a result of this trend nationalised undertakings in France tend to 
be run in practice in the same way as nationalised undertakings in 
Great Britain; for in both countries they are managed by technicians 
acting in co-operation with the supervisory authorities. In France, 
however, ultimate control still rests in theory with the Boards; as the 
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latter have little real power, consumers and employees have little real 
power either. In Great Britain, on the other hand, consumers and 
employees are represented on consultative councils—i.e. agencies 
separate from the Boards—and are in fact in a better position to 
influence decisions. 


The consultative councils in Great Britain do their best to perform 
the tasks allotted to them. Admittedly, the present system is not 
entirely satisfactory; the councils are dependent on the Boards for 
their funds, their secretariats and the publication of their reports; they 
are not as free as might be wished, and their financial dependence does 
not permit them to make the contact with the general public they 
are entitled to claim. In addition, the worker members of joint con- 
suitation committees are not always in sufficiently close contact with 
the workers they represent, owing mainly to the failure of the trade 
unions to adapt their organisational patterns and working methods to 
those of the nationalised industries. However, in spite of these weak- 
nesses, satisfactory and promising results have been achieved; the 
councils are consulted; they express their views; and they make 
criticisms. Their desires may not always be implemented immediately; 
but their is good reason to believe that they eventually—albeit dis- 
creetly—make their influence felt. In a word, workers and consumers 
“have their say”. 


Thus on one side of the Channel workers and consumers are 
actually represented on the Boards of Directors, but the Boards are 
cowed into submission by all-powerful technicians ; while on the other 
side of the Channel workers and consumers are represented on bodies 
which, although purely advisory in character, can make their voices 
heard and have even access to the responsible ministers. Thus 
nationalised undertakings in Great Britain, although much less well 
equipped from the legal standpoint than their counterparts in France 
for the development of democratic practices, have in practice made 
much more progress. 


CO-OPERATIVES AND DEVELOPMENT STRATEGY ` 


by Leonora STETTNER 


A gradual evolution in the thinking of those who concern themselves 
with the problem of economic growth in developing countries has been 
marked by increasing attention to agriculture as a key to overcoming 
some of the obstacles to rapid industrialisation. Surprisingly few, 
however, have recognised the major contribution which the co-operative 
form of organisation can make not only to agricultural productivity, 
but also to the educational, administration and financial infrastructure 
required for heavy industry. 


I. Rationale of the “Forward Leap”. 


“Developers” are understandably in a hurry. 


People living in underdeveloped countries are impatient to change 
their way of life once they have glimpsed the possibility of release 
from drudgery, poverty and despair. They want relief now, in their 
own lifetimes. Not equipped to understand the economic realities under- 
lying technological progress, many of them are attracted by spectacular 
prestige projects symbolic of a modern State—dams, oil refineries, 
luxury hotels, universities, sports stadia, television stations and inter- 
national airlines. In this sense they tend to think “big”. 


In a different sense development experts from industrialised 
countries also tend to think “big” and “fast”. Reflecting on the 
economic history of their own countries, they .see the possibility of 
telescoping the industrial revolution in underdeveloped areas by trans- 
planting accumulated Western technology and know-how. They are 
well aware that drastic changes in the economic structure require 
enormous injections of capital. Accordingly they propose that the rate 
of investment in underdeveloped countries should be stepped up within 
two to three decades from less than 5 per cent. a year to 12 to 15 
per Cent, 1 Anything less than this kind of “forward leap”, it is argued, 
will fail to achieve a “take-off into self-sustained growth”.2 In short, 
“a discontinuous jump—or perhaps two or three discontinuous jumps— 


1 Well-known proponents of the theory of the ‘“big-push” include Rosenstein- 
Rodan, Nurske, Rostow, Leibenstein, Nelson, Hirschman and Higgins. 


2 Rostow, W.W., Stages of Economic Growth, Cambridge, 1960. 
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to considerably higher levels of capital accumulation is essential to 
bring the economy into the zone of steady growth”. 3 


in economic terms the problem is described as one of “indi- 
visibilities” 4 Many of the projects essential to industrialisation are 
large scale and can be economically justified only if the market is of 
comparable size. This is particularly true of much of the economic 
“infrastructure’——roads, dams, schools, hospitals, power plants, com- 
munication systems—which must necessarily- precede major economic 
development, Although these projects will be used by every other 
industry, they do not yield quick and visible profits because of the 
long productive process involved and/or because the end products are 
not easily sold on the market. Basic industries like steel and che- 
micals are also characterised by indivisibilities. They must be a 
certain minimum size for economic viability; costs can be kept reason- 
able only where demand is big enough. 


This, however, is precisely where the problem lies. Left to itself, 
demand in underdeveloped economies is not likely to be of a magnitude 
that can support these large-scale projects. For a number of reasons, 
income and spending tend to stagnate in a “low-level equilibrium 
trap” 5 from which it is extremely difficult to dislodge them. This is 
partly the result of a number of vicious circles which add up to what 
has been termed the “misery go-round”.® Because of the level of 
capital investment, productivity and hence incomes are so low that 
there is no margin from which to generate the savings necessary for 
investments. Inadequate standards of nutrition, health services and 
education resulting from extreme poverty depress productivity and 
hence incomes, making it impossible to raise these standards. Extreme 
inequality of income distribution keeps the masses at a level of poverty, 
ignorance and apathy which renders them incapable of the economic 
and political action required for an attack on this inequality. The 
“population explosion” inhibits any rises in per capita income which 
might otherwise lift the economy into a level at which cumulative 
growth is possible. And the much-discussed “Prebisch Gap” T between 
earnings .of primary and of industrial producers perpetuates and 
accentuates inequality of world income distribution, making it impos- 
sible for underdeveloped countries to import the capital goods required 
for a big industrial drive. 

This inadequacy of domestic demand has led the pessimists to the 
defeatist conclusion that in many cases development efforts will have 
to be severely circumscribed because of the low “absorptive capacity” 


3 Leibenstein, H., Economic Backwardness and Economic Growth, New York, 
1957. 
4 Rosenstein-Rodan, P.N., “Notes on the Theory of Big-Push”, 1957, in Higgin’s 
Economic Development: Principles, Problems and Policies (Allahabad, 1961). 

5 Nelson, R.R., “A Theory of Low-level Equilibrium Trap”, in American Eco» 
nomic Review. December 1956. 

6 Calder, Ritchie, in “Theory of Big-Push for Underdeveloped Economies”, San- 
katha Singh, No. 175, Vol. XLIV, April, 1964. 

g See, for example, Prebisch, Raoul, Secretary-General of the U.N. Trade and 
Development Conference, in his opening report to the Conference. 
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of the countries. concerned 8, and that aid and technical assistance 
should be concentrated on areas of greater. development potential—in 
short, on those areas in less desperate need of aid. 


To the proponents of the “forward leap”, on the other hand, these 
difficulties are more of a challenge than a barrier. They argue that 
capital must be injected in doses big enough to break the stalemate; 
that a really large-scale investment programme will generate its own 
demand; that these new industries will provide markets. for each other 
and create the psychological atmosphere essential for overcoming 
deep-seated traditional sociological, political and cultural resistances 
to technological progress. 


Il. Obstacles to Industrialisation. 


Fortunately this is not a purely academic argument, the outcome 
of which must be left to polemics. We shall probably never know 
whether the kind of stalemate described as the “low-level equilibrium 
trap” can actually be broken over a long period of years exclusively 
through massive injections of industrial capital. Experience has 
already demonstrated that the obstacles to this approach are formid- 
able; and the urgency of the drive towards a better life for the 
underprivileged half of the world is such that this particular experiment 
is most certainly not going to be allowed to run its course. 


(a) Finance. 


The first major difficulty is that of mobilising the enormous amounts 
of capital required for this kind of “forward-leap”. Only a small part 
of it can be raised from the economies concerned, operating as they 
do at a minimum level of porductivity. Even with a drastic overhaul 
of their fiscal systems, very few savings or taxes can be extracted 
from a population most of whom are living at a bare subsistence 
level. Those few whose incomes would permit savings are more 
interested in conspicuous consumption than in investing in industrial 
development. Also the problem of financing industrialisation is inevit- 
ably bedevilled by inflationary tendencies in a situation where it 
takes a number of years for investments to come to fruition in increased 
output, and where costs are kept high by inadequacy of markets and 
by bottlenecks of capital and skills. (“leading Indian economists 
have discovered an unforeseen built-in distortion within development 
planning itself, causing an inevitable inflation. By setting up heavy 
industries—like the steel plant at Durgapur—producing nothing that 
the people can consume at once, the Big Plan creates more money 
without at the same time giving people enough to spend it on.” 9) 
And clearly neither trade nor aid can be looked to as a significant 
source of capital; the record shows that over the past decade foreign 


8 Tinbergen, Jan, Shaping the World Economy, Twentieth Century Fund, New York, 
1962; Hirschman, The Strategy of Economic Development, New York, 1958. 


9 The Observer, 10 January, 1965. 
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loans and grants have barely—and in some cases not at all—com- 
pensated for losses of foreign exchange earnings due to the fact that 
prices of commodities exported by developing countries failed to keep 
pace with prices of their imports. 


(b) Skills. 


Then there is the problem of skills—an even more stubborn problem 
in a sense than the lack of money, since not only money is required 
to produce skills, but also considerable time and patience as well as 
basic alterations in attitudes, Literally all types of skill are in short 
supply in the developing countries—not only mechanical aptitudes, 
but the mere ability to read, write and count, to say nothing of business 
initiative, accounting, clerical and trade skills and administrative, 
managerial, political and monetary institutions as well as the training 
required for operating them. 


A good deal of emphasis is already being given 7 education in 
underdeveloped countries, but there is evidence that much of it has 
been misdirected. For maximum effectiveness, training for skills, of 
ali kinds, must be intimately associated with the productive process; 
indeed, much of it must be in the form of “learning by doing”. 
Although a number of observers complain of “overinvestment” in the 
education sector, it is clear that in the foreseeable future there could 
hardly be too much stress on education and training. But what has 
happened, perhaps, is an aimlessness or lack of orientation in training, 
which has had the effect of making young people restless and rootless 
without providing the productive environment in which they can utilise 
their knowledge. “How many African States are going to find them- 
selves in the situation where they are producing hundreds of thousands 
of young primary school leavers or drop-outs with fragmentary educa- 
tion and little or no capacity to make an economic contribution, 
uprooted from their rural communities and flooding into urban areas 
where they lead a relatively aimless existence?” 10 


In any case, it is certain that irrespective of the magnitude of 
capital investment,:economic development can proceed no faster than 
the pace permitted by availability of human skills for operating 
machinery, managing farms and factories, and administering the com- 
plicated political, social, scientific and economic apparatus of a modern 
State. 


(c) The Multiplier. 


The rationale of the “big push” depends on the multiplier effect of 
infrastructure and industrial investments. On the basis of Western 
experience it is assumed that if only there are enough of such invest- 
ments, they will provide each other with markets and will increase 


10 Rivkin, Arnold, “The Role and Scope of Industrialisation in Development”, 
paper delivered to Cambridge Conference on “The Role of Industrialisation in Develop- 
ing Countries”, King’s College, September, 1964. 
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incomes and stimulate spending and further investing throughout the 
economy. But there is a snag. Incomes are simply too low to be 
susceptible to this kind of stimulus. Moreover, in some cases, before 
these projects can yield higher output or increased incomes, their effect 
is swallowed up by inflation and by increasing unemployment as 
population continues to grow. 


In the urban centres where much of the investment takes place, 
chronic unemployment is accentuated by the influx of underemployed 
workers from rural areas in search of jobs, and often also by the 
labour-saving effect of the new technology. In the countryside where 
most of the people—and hence most of the potential markets—are to be 
found, there is even less chance of “spontaneous combustion” from 
the original industrialisation spark. Productivity and income: of the 
typical peasant are so low that his spending is at the subsistence level. 
In many cases where the “cash economy” has not taken hold, there is 
practically none of the kind of spending which can provide a market 
for industry. The development of modern forms of industry does little 
or nothing to increase efficiency of agriculture which provides the 
productive basis of the economy in most underdeveloped countries; 
indeed, it may even have the effect of killing off what little there is in 
the way of local crafts and traditional industry. 17 Nor does it provide 
much incentive to increase rural production. The majority of peasants 
are too deeply engulfed in poverty and ignorance to be aware of the 
possibility of change; and those few who do make a good living—land- 
owners, merchants and moneylenders—-have every reason to be satisfied 
with their status quo and are scarcely industrial-minded. Even infra- 
structure projects may prove to be of little immediate benefit to farming 
communities which cannot afford vehicles to take advantage of roads, 
equipment for utilising electric power, or teachers and maintenance 
costs of school buildings. 

Thus the investment “multiplier” has little chance to take effect. 
Hampered by bottlenecks of money, skills and deep-seated resistance 
to change, it tends to breed inflation and unemployment rather than a 
chain reaction of spending. Instead of spreading throughout the 
economy, it becomes mired in small industrial enclaves or islands 
within a bigger stagnant economy. 2 


HI. Industrialisation via Agriculture. 


These problems are beginning to be acknowledged in discussions 
of development strategy. Increasingly it is recognised that the 
bottlenecks to the industrialisation process must be attacked directly 
by linking up aid and technical assistance with existing resources and 
production units in recipient countries. To this end more and more 
attention is being given to agriculture. 


11 Schumacher, E.F., “Industrialisation Through Intermediate Technology”, paper 
presented to the Cambridge Conference arranged by the Department of Technical 
Cooperation, Summer 1964. 

12 Ibid. 
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The vast majority of the people in underdeveloped countries are 
engaged in agriculture and will continue to be for a long time to come. 
Much of this production is at the subsistence level only. Accordingly 
efforts to increase output and incomes must concentrate on raising the 
productivity of agriculture and on establishing and developing 
industries which will absorb the foodstuffs and raw materials produced. 
This implies increased acreage; improved farming methods; greater 
diversity of cash crops for export and for domestic consumption; 
increased output and processing of cotton, sisal, other fibres, hides and 
skins, vegetable dyes and forest products; and increased capacity for 
light industry which serves agricultural development needs, for 
example, small tools, light farm equipment and machinery, diesel 
pumps, fencing, simple fertilisers and containers. 


A successful drive on the agricultural front would at the same time 
.constitute an attack on the obstacles to industrialisation. 


An increase in the productivity of that economic sector in which 
most of the people are engaged would greatly ease the difficulty of 
financing industrial as well as agricultural investments. Improved 
methods of agricultural production, marketing and processing would 
expand the productive base of the economy and thus the internal 
sources of capital funds. Increased food production would also help 
to relieve the pressure created by growing populations, a problem 
which poor countries cannot solve by imports. Diversification of 
crops would increase export possibilities and also opportunities for 
processing agricultural commodities. Agricultural development makes 
relatively minor demands on available capital because output can be 
increased with relatively small capital investments; it is estimated 13 
that an investment of only £150 spread over a number of years can 
put a family farm on an economically viable basis. The net result 
would be a rapid increase in potential sources of capital for future 
development—because the increase in rural incomes facilitates higher 
tax revenues, increased savings and expanded foreign exchange 
earnings as a net result of increased exports and reduction of imports 
of food and processed primary commodities. Investment in agriculture 
and the crafts or cottage industries would yield quick returns in the 
way of production of more food and consumer goods and thus help 
to avoid the menace of inflation. 

The only way to build up the educational and skill levels of rural 
populations in order to prepare them for technological progress is to 
take training to the people where they live and work, and to relate 
it directly to their work environment. What this implies is that training 
must be closely linked with agricultural extension services. In the 
context of learning how to improve productive and marketing methods, 
to plan ahead, to transact business in cash, and to co-operate with 
other farmers by pooling buying and selling operations, peasants 


13 Digby, Margaret and Surridge, B.J., Agricultural Investment in Developing 
Countries with Special Relation to Tropical Africa, Plunkett Foundation for Co- 
operative Studies, Occasional Paper No. 24. 
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acquire elementary skills of reading, writing and counting, and ability 
to cope with simple managerial, clerical and administrative tasks. 
Because this kind of training is work-related and is put to immediate 
and practical use, it provides its own incentive and does not lead to 
frustration. Because it is comparatively cheap and does not require 
elaborate facilities, it can be made accessible to all, and gradually as 
it yields dividends in the form of increased output, rural communities 
will find it possible to afford more formal educational facilities. For 
the vast majority of the people in underdeveloped countries this is 
not only the most feasible, but indeed the only possible, route by 
which they can hope gradually to acquire the sophisticated entre- 
preneurial, administrative and technical skills required in a modern 
industrialised society. 

The “multiplier” is likely to operate much more effectively at the 
grass roots level. In the developing countries capital investment in 
agriculture tends to create its own market, because: 


it affects the majority of the population; 

it increases the incomes of those most in need; 

it increases the output of the commodities most needed by them; 
it yields relatively quick returns; 


it is cheaper and can be diffused in small doses more widely 
throughout the economy; 


it is labour-intensive and thus reduces rural underemployment and 
restricts the flow of workers into urban unemployment; and 


as noted above, it facilitates a frontal attack on the bottlenecks of 
finance and of skills. 


Although attention is increasingly directed to needs for agricultural 
assistance, it should be stressed that industrialisation is still the 
ultimate objective. Development strategy should not be planned in 
terms of “either/or”, or, even of “priorities”, since both agriculture 
and industry must be promoted simultaneously. Because an agri- 
cultural drive requires relatively little in the way of capital, foreign 
exchange and scarce skills, it does not directly compete with indus- 
trialisation. Infrastructure is necessary to both. As Myrdal puts it +4, 
what is needed is a more comprehensive programme big enough to 
encompass agricultural planning and directed in such a way that it 
maximises the benefit to agricultural development. 


This is largely a question of balance, timing and sequence. “The 
secret of most development problems is to maintain a proper balance 
between sectors.” 15 “Agriculture plays a distinctly major role in the 
transitional process between a traditional society and a successful 


14 Myrdal, Gunnar, “Priorities in the Development Efforts of Underdeveloped 
Countries and Their Trade and Financial Relations with Rich Countries”, paper pre- 
sented fo Societa Italiana per L’Organizazione Internazionale, 19 March, 1964. 

15 Lewis, W. Arthur, The Theory of Economic Growth, Allen & Unwin, 1955. 
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take-off.... An environment of rising real incomes in agriculture, 
rooted in increased productivity, may be an important stimulus to new 
modern industrial sectors essential to that take-off.” 16 “Paradoxically, 
the best way for government to foster industrialisation may be for it 
to use more rather than less of its resources to encourage the enlarge- 
ment of agricultural output and the improvement of agricultural 
techniques.” 17 “An agrarian revolution must both precede and 
accompany an industrial revolution.” 18 


IV. Low Agricultural Productivity. 


This is the point at which much of the development literature stops. 


There is, of course, a good deal of discussion as to how to help 
primary producers tradewise, with a series of proposals for increasing 
the flow of exports or export earnings by reducing trade barriers and 
encouraging regional integration, and for stabilising prices and/or 
export earnings via international commodity agreements and com- 
pensatory financial schemes. 1% This approach is of vital importance. 
But it must not be forgotten that exports can be significantly increased, 
imports reduced, and foreign exchange earnings stabilised only if major 
steps are taken towards increased productivity and diversity in agri- 
culture. ' | 


Even in the case of those writers who have worked their way 
through to a recognition that sound industrial development must be 
preceded by emphasis on rural productivity, there is a striking failure 
to follow this path into an ‘analysis of the problems of agricultural 
development assistance. This reluctance is easily explained. Agri- 
cultural reform is in many ways more difficult for developers and aid 
administrators than the big infrastructure and industrial projects with 
which they are much more familiar. The latter pose more familiar 
Western-type technological and construction problems; they are 
relatively easy to administer; and they require very little in the way 
of native skills or initiative, intimate knowledge of local customs and 
institutions, or close co-operation with recipients. Moreover aid donors 
seem to be attracted to concrete projects, with definite terminal dates, 
which require assistance in financing imports in preference to pro- 
grammes based on indigenous resources and involving indefinitely 
recurring expenditures as is the case with agricultural development. 
And they shy away from attacking the stubborn resistance to change 
and the traditional rigidities of social and economic. structure involved 
in rural agriculture and tribal communities—expecially since they are 
at a loss as to now to enlist the enthusiasm and co-operation of: the 


16 Rostow, op. ci. 

17 Bauer, P.T., and Yamey, B.S., The Economics of Underdeveloped Countries, 
Cambridge University Press, 1957. 

18 Digby and Surridge, op. cit. 

19 See, for example, Stettner, Leonora, “The United Nations Trade and Develop- 
ment Conference, Prebisch Thesis and Anti-thesis”, in Cartel, October 1964. 
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rural population for a programme which on the surface does not appear 
to offer any drastic change of their way of life. 

Much has been written on the underlying causes of low agricultural 
productivity in underdeveloped countries—though not by development 
strategists themselves. The dimensions of the problem can be indicated 
by a brief sketch of the more important factors involved, namely 
systems of land distribution, primitive production methods, marketing 
difficulties and the quality of rural life. 


(a) Land Distribution. 


Traditional systems of land tenure in which land is periodically 
allocated among members of a particular ethnic group or may be 
inherited by certain family members are usually an obstacle to agri- 
cultural development because land users have little incentive to con- 
serve resources, to invest in land development and to modernise their 
farming methods, On the other hand, where there is insecurity of 
tenure, or where a tenant is not entitled to compensation on eviction 
from land on which he has made improvements, the urge to apply 
modern methods is also lacking. Concentration of land in the hands 
of favoured groups leads to grossly unequal distribution of returns, 
which also has a dampening effect on efficiency. And the prevalence 
of small holdings either under private ownership or as a result of 
fragmentation of tribal land holdings inhibits the introduction of effi- 
cient productive methods and reduces the incentive to investment 
capital. 


(b) Primitive Production Methods. 


The [.L.O.20 has succinctly summarised the factors under this 
heading somewhat as follows: primitive systems and means of cultiv- 
ation; crude and inefficient implements; failure to use improved seeds 
and breeding stock; ignorance of animal and plant health, protection 
and nutrition; absence of adequate irrigation systems and rural elec- 
tricity; and decreasing soil fertility due to failure to replace soil 
nutrients with natural or artificial fertiliser, failure to maintain proper 
crop rotation, deforestation and erosion. 


(c) Marketing Problems. 


The I.L.O, #1 sees as the basis of the marketing problem in agriculture 
“the middleman, who in developing societies frequently exploits his 
position”. In agriculture the productive cycle is unusually long. In 
order to buy seeds, fertilisers or implements the farmer must borrow. 
He is often also obliged to borrow to meet domestic and other crises, 
such as death, sickness and harvest failures; or to meet customary 
social expenditure on marriages, funerals and other traditional cere- 
monies. Few farmers in developing countries have the habit of saving. 


20 “The Role of Co-operatives in the Economic and Social Development of Develop- 
ing Countries”, International Labour Office, Geneva, 1964. 
21 Ibid. 
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Even if from time to time they have the means, they are not used to 
managing money, and no system of banking is available to them. 
When an emergency arises, most will turn to a moneylender, who will 
provide them, in cash or kind, with the means of production, and in 
some cases with subsistence for themselves and their families. 


The moneylender is also in most cases the merchant who both 
supplies seed, fertiliser and the domestic needs of the farmer, and 
markets the produce of his farm. The indebted farmer is usually 
obliged to pay high prices for everything he buys, and to hand over 
his harvest at a price considerably below that which it would fetch 
in the open market. Grading, processing and transport, too, are in 
the hands of a long. chain of intermediaries, who often charge 
excessively for their services. 


“Wherever the merchant-moneylender is more interested in main- 
taining his power over his debtor than in recovering his debts, he will 
be anything but an agent of technical progress. He will take no 
interest in providing the cultivator with selected seeds or plants and 
he will not be exacting as to the quality and standards of the produce 
he huys....” “The need is for a marketing system which will not only 
make increased and more varied production attractive to the producer, 
but will ensure that at least a part of the profit on the undertaking is 
ploughed back—often literally—into agriculture itself, instead of being 
transferred, by way of the middleman’s banking account, either to 
urban industry and trade or to investment outside the developing 
countries altogether.” 


(d) Quality of Rural Life. 


The typical peasant in underdeveloped countries can hardly be 
expected always to respond with enthusiasm to a programme of 
agrarian reform. Disease, and malnutrition have sapped his energy, 
and ignorance and apathy make him slow to grasp the possibility of 
change to new and better ways of doing things. He lacks all of the 
amenities—medical, hygienic, educational and recreational facilities, 
telephones, electricity, sometimes even roads, bridges and transport 
to the nearest town—but he has always lacked these, and stubbornly 
resists even the minor technological changes which would make them 
possible. 


The difficulties which bedevil the agricultural approach do not 
make it less relevant. On the contrary, these problems of maldis- 
tribution of land ownership, primitive production methods, difficulties 
in marketing, and lack of rural amenities constitute the basic malaise 
of the underdeveloped countries. They characterise not iust one 
segment of the economy, but the underlying economic structure, and 
they cannot be wished away or avoided through concentration on some- 
thing new and different like massive investments in industry and infra- 
structure. Industrialisation must be the objective, but to realise this 
objective the fundamental weaknesses of the agricultural sector must 
be given adequate attention. 
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V. Collective Self-help Through Co-operatives. 


This is the first mention of co-operatives, almost at the end of a 
long paper on “Co-operatives and Development Strategy”. This post- 
ponement was deliberate, with the intent of emphasising what to con- 
vinced co-operators is a startling fact, namely that by far the greater 
part of the development literature—ranging from academic theory 
through popular journalism to factual reports by aid administrators— 
can be searched in vain for any reference to co-operatives. 


Certain major exceptions should be noted. The International 
Labour Organisation, drawing heavily upon the services of Margaret 
Digby of the Horace Plunkett Foundation, is intensifying its excellent 
documentation on the co-operative contribution to underdeveloped 
countries. The Food and Agriculture Organisation has shown interest, 
and also the International Federation of Agricultural Producers, and 
encouraging remarks have been made at top level in the International 
Bank for Reconstruction and Development. On the national level, 
there is an encouraging trend towards recognition of the ned for joint 
action by governments and co-operative organisations; an outstanding 
example is the “contract system” in the United States for marrying the 
financial services of the Agency for International Development (A.I.D.) 
with co-operative expertise provided by the various co-operative 
organisations in the country. 2? 


On the whole, however, development experts appear to be even less 
aware of the potentialities of the co-operative approach than they once 
were of the need for increased productivity in agriculture. Yet fo 
co-operators it seems obvious that the logic of the argument thus far 
points directly to co-operation as one of the most useful instruments 
of economic development. 


Co-operation provides its own motivation—generates its own power, 
as it were—in a setting in which it is extraordinarily difficult to enlist 
the interest and active participation of the intended beneficiaries. 
Working within the existing social and economic framework, it appeals 
to the self-interest of the rural producer in a way that he can under- 
stand, and demonstrate through tangible results how he can pool his 
efforts and resources with others in a similar situation in order 
gradually to lift himself out of poverty and stagnation. By enrolling 
him as an active participant in decision-making, it stimulates initiative 
and gives him the will, and the means, to shape his own future. 


Co-operatives can give farmers the security needed as an incentive 
to improve their holdings by negotiating collective agreements with the 
State or private landowners on conditions of tenure and rent. And they 
can facilitate efficient land exploitation through co-operative projects 
for consolidation of fragmented holdings, land clearing, cultivation, 


22 Implementation of the Humphrey Amendment to the Foreign Assistance Act 
of 1961, Third Annual Report to the Congress (Fiscal Year, 1964), prepared by the 
Agency for International Development, Department of State, 25 September, 1964. 
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cropping, irrigation, drainage and installation of tanks, wells and 
pumps. 


The agricultural extension services, supervision and follow-through 
relating to methods of production provided by co-operatives are more 
effective and comprehensive than in any other form, primarily because 
they represent not exhortation from outsiders but the mutual activities 
of workers in their common self-interest. Co-operative activities of 
this kind include: supply of seeds, insecticides, fertilisers and other 
requirements through bulk purchase on favourable terms and of good 
quality; joint use of machinery; soil testing; analysis of feeding stuffs, 
fertilisers and seeds; education in the care of soil, animals and crops; 
livestock breeding; insurance of farm buildings and stored crops 
against fire, standing crops against storm damage, and livestock 
against disease and death coupled with free veterinary service; crop 
spraying; fruit picking; sheep shearing; pasture improvement and 
management; advice on farm accounts, herd testing, milk recording, 
etc.; co-operative forest management; and fishery co-operatives. 


Co-operative enterprise is self-financing in the long run in the sense 
not only that it increases the productive base of the economy, but also 
because it provides the incentive and the instrument for individual 
savings. Co-operative banks and credit societies facilitate short-, 
medium- and long-term agrarian investments, and serve as a channel 
for the flow of development assistance funds into agriculture. 


There is a co-operative solution to almost every conceivable 
marketing problem of farmers, processors of agricultural products, and 
self-employed rural handicraft workers—not only co-operative credit, 
but also co-operative purchase of supplies and equipment, accounting, 
collecting, weighing, grading, quality control, packing, processing, 
wholesaling and retailing. 


There is no more effective way of inducing peasants to acqttire the 
skills required in a modern industrial society than through the co- 
operative process of learning by doing. “Co-operative cerdit societies 
at their best have also been of unique educative value. Their small 
size, and the simplicity of their structure and operation, have given 
them the character of schools, in which rural people with limited 
economic experience have learnt not only how to co-operate for other 
purposes, but also how to acquire at least an elementary under- 
standing of economics, accountancy and democratic procedures.... The 
co-operative system of internal control and management, with its 
democratically elected boards and public discussion of business affairs, 
means that co-operatives themselves serve as schools in which their 
members learn a sense of responsibility, the use of freedom and the 
practice of equality. . It frequently serves to bring to light hidden 
talents for leadership and administration. Co-operatives are a factor 
in social and national cohesion, since they bring people together for 
constructive purposes, and break down isolation and factional hostil- 
ities. They also create a new élite, both local and national, a much- 
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needed element where old institutions and authorities are being 
replaced by new structures and new loyalties.” 23 


Co-operatives can also do a great deal to provide rural amenities 
which enhance the quality of village life, for example, through co- 
operative house construction, housing credits and house leasing; health, 
sanitation and medical services; co-operative publishing houses; and 
co-operative recreational centres and facilities. 


Industrial co-operatives are increasingly important in the field of 
cottage industries, crafts, processing of agricultural commodities, pro- 
duction of light equipment, machinery and supplies for farming, and 
essential consumer goods. Such co-operatives make available credit, 
purchasing, marketing and technical services. They provide a kind 
of bridge to industrialisation on a broader scale. They develop in 
workers the mechanical and technical skills that will later be required 
in heavy industry. And they help to provide the consumer goods that 
will be in increasing demand as productivity and incomes grow. Also 
in some rural communities they can absorb some of the seasonal 
unemployment—and chronic underemployment—associated with agri- 
culture. 


The co-operative approach is revolutionary in the sense that it 
could, with relatively small capital investment, lead to spectacular 
increases in rural productivity and immeasurably enrich the quality of 
rural lives. But it is evolutionary in the sense that it builds upon 
existing institutions and traditions without abruptly uprooting people 
from century-old habits and techniques. “Co-operation must... be able 
to mobilise the willing and active collaboration of those whom it seeks 
to aid; with their collaboration it will be in a position to respect the 
institutions and cultural values which give a meaning to their lives; 
it will be able to distinguish between changes which will be acceptable 
at once and those which, given the prevailing system or tempo of life 
and the exsiting social or religious inhibitions, may still be premature; 
and it will know how to proceed slowly by successive small improve- 
ments, at the pace of the possible, rather than through the abrupt 
introduction of techniques and practices which are not yet assimilable, 
and perhaps not even adapted to the problem to be solved.” 24 


Co-operation also has the advantage of steering a middle course 
between the ideological conflicts and tensions which frequently hamper 
or distort aid efforts. Co-operatives represent a collective activity 
involving mutual efforts by a group of individuals for a common 
purpose. At the same time they are private enterprises based on self- 
help by individuals. In underdeveloped countries they are usually 
dependent in the initial stages upon external assistance which often 
includes direct government support; yet the ultimate objective is inde- 
pendence of the State. Thus they clearly qualify as a form of “mixed 
economy”. 


` 23 ünternational Labour Office, op. cit. 
24 Ibid, 
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These advantages of the co-operative approach to development are 
not just paper claims; they have been demonstrated time and again 
all over the world. Co-operation has proved to be a flexible instrument 
which can be adapted to fit a wide range of social, economic and 
political situations. In the words of Margaret Digby: “... the business 
organisations which claim this title (“co-operative”) in the world today 
are of a bewildering variety—the largest firm of wholesale grocers and 
flour millers in the British Isles, a little group of African village women 
collecting palm kernels in the wilds of Nigeria, a crew of Icelandic 
fishermen putting to sea in their trawler, careful French farmers 
insuring their cattle against loss by accident or disease, civil servants 
in war-devastated cities rebuilding their bombed homes, Canadian 
farmers getting half the wheat of the prairies to market, Serbian 
peasants taking their sick to hospital, Malayan clerks running a bank 
and Russian tailoresses making army uniforms.” 25 

In short, there are about as many different forms of co-operatives 
as there are social and economic needs. A fitting slogan might well 
be, “where there is a development problem, there is a co-operative 
solution”. 


25 Digby, Margaret, The World Co-operative Movement, London, Revised Edition, 
1960. 


THE MANAGEMENT OF CAPITAL PROJECTS 
IN THE PUBLIC SECTOR IN INDIA 
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Introductory. 


The public sector in India lagged behind the plan target during the 
first five-year plan. Industrial investment in this sector was short 
by 47 per cent. of the target. During the middle of the second five- 
year plan, when it was noticed that the public sector would not be in 
a position to achieve its target of investment, government controls were 
tightened in favour of public sector projects, and internal and external 
resources through taxation and foreign exchange allocation were 
directed to it. 


What were the reasons which prevented the achievement of the 
investment targets in the public sector in India according to schedule? 
The possible answers are: 


(a) the Government of India is overestimating the potential perform- 
ance maximum of the public sector, | 


(b) if it is not overestimating this maximum, it then is not in a 
position to achieve this maximum, because potential resources are not 
being adequately mobilised and invested. 


Let us assume that, in view of the bold effort required to expedite 
the rate of development of the Indian economy, the potential per- 
formance maximum of the public sector is not being overestimated, 
especially if the kind of projects carried out in this sector are not very 
attractive to the private sector. Naturally, this leads us to the analysis 
of the degree of mobilisation of the potential resources, and their 
investment, in the public sector. Before we proceed further, we will, 
however, take it for granted that the resources envisaged for the 
completion of the projects in the public sector would be adequate. 
This means that if extra resources are required, or if there has been 
underutilisation of potential resources, then some snag in the planning, 
co-ordination and decision-making, execution, and supervision of the 
individual investment projects could be detected. 1 


1 Professor V.K. R.V. Rao, a member of the Planning Commission, Government 
of India, has the following to say on the basis of the experience of the working of the 
first two years of the Third Plan: “The first lesson that strikes one is the need for 
much more careful and detailed pre-planning in respect of the projects that are included 
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Plañning, 


If we peruse the reports of the Estimates Committee of the Loksabha 
(lower house of parliament) of India on different projects, we are 
struck immediately. by the fact that planning of projects has been 
done very roughly and there has been lack of careful estimating of 
costs. In the case of the Sindri Fertilizer Factory, original estimate, 
prepared by an expert technical mission, was only an eight-line 
estimate. It did not give details of the various estimates regarding 
projects for buildings, layout of plant, construction methods and 
materials, site layout, specifications of machinery and equipment, supply 
of basic services, and probable work and investment schedules. The 
consequence was the revision of the estimate from Rs.10.79 crores 1 to 
Rs.12.79 crores, from Rs.12.79 crores to Rs.15 crores, from Rs.15 crores 
to Rs.18 crores, and from Rs.18 crores to Rs.23 crores, i.e. four times 
between 1944 and 1950, with a percentage variance of 213 between the 
original and final revised figures. At this, even, no attempt was made 
to assess the cost of the various items and to frame a fair and complete 
estimate which could be relied upon. 


The Damodar Valley Project, which is often considered the Ten- 
nessee Valley Authority of India, was planned in a very rough way 
when it was decided to take it up. For six years, the whole work was 
kept in a fluid state and the parts of the project were taken up piece- 
meal. The result was that the original estimates became out of date 
and the original plans blurred by constantly changing them to suit 
exigencies at the moment. 


The estimate of expenditure to be incurred by the Government of 
India on the Hindustan Insecticides Limited was originally placed at 
Rs.22.45 lakhs 2, but later it was revised to Rs.37.77 lakhs. The excess 
was not entirely attributable to the subsequent changes in design so as 
to accommodate a plant with double the capacity than originally 
contemplated. The project authorities defended the increase in 
estimates on the basis of inexperience, as this was a new factory of 
its kind. The explanation was not so satisfactory as the changes 
were made in respect of structural works and land, to which this 
explanation will not apply. 


The Oil and Natural Gas Commission, which is prospecting, refining 
and distributing oil in competition with three big oil companies in 
India, instead of overspending, underspent, as it did not draw up com- 


in the Plan than has been the case so far; and this applies to both the Central and: 
the State spheres.... Failure to do this results in delays in implementation, in under- 
estimation of costs, in the emergence of imbalances, and sometimes even in the aban- 
donment of the projects‘ in question. It is essential therefore that projects should 
be prepared with great care, and in detail.and be preceded by pre-investment surveys 
and feasibility studies. Each project should be accompanied by a provisional time- 
table, including phasing, programming and measures needed for securing the supplies, 
both human and material, that are needed for its implementation.” The Hindu (Daily) 
Survey of Indian Industry, 1963, Madras, p. 5. 

1 One crore is equal to 18 million. 

2 One lakh is equal to 100,000. 
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prehensive plans to fulfil the plan targets during the second plan period. 
It was observed in 1957-58 that the total expenditure incurred by the 
Commission in the first two years of the second plan period was Rs.3 
crores as against Rs.13.13 crores, later reduced to Rs.8.7 crores, 
envisaged for this period in the scheme costing Rs.30.54 crores drawn 
up for the full second plan period. 

The Estimates Committee observed in 1956-57 that the Hindustan 
Aircraft Factory was not planning its requirements, for certain projects 
carried out by it, sufficiently in advance. Plans for the manufacture 
of aeroplanes were not being prepared in time, so that when one 
assembly line was exhausted another could not be taken up immediately, 
resulting in idle capacity and idle labour. 


The violation of the tenets of capital development could be observed 
in the case of the Indian Telephone Factory. No project report was 
prepared at all for this factory. 


Co-ordination and Decision. 


During the planning stage of a project, a number of groups work 
on different aspects—such as buildings, layout of plant, construction 
methods and materials, site layout, specification of machinery and 
equipment, supply of basic services, and probable work and investment 
schedules—with a set of provisional directives about the basic data to 
be used. If such a set of directives is absent, there may not only be 
mutual understanding lacking between the affected public and project 
authority, but also a set of criteria for co-ordination between the 
working groups concerned. Without proper co-ordination of the 
different aspects of a capital project, a decision as to the final work 
and investment schedules will naturally be ill-defined. 1 

There was no co-ordination nor over-all control of the various 
schemes under the control of the Damodar Valley Corporation. Too 
many technical advisers were present who gave conflicting advice to 
the Corporation. In absence of any co-ordination, it resulted in the 
changing of plans from time to time. 

In the case of the Hindustan Insecticides Limited, even after the 
machinery had been installed, production difficulties were experienced 
due to lack of certain spare parts and the impossibility of obtaining 
them from abroad quickly. It appears that, while designing, even the 
minimum spares were not provided for and this was not noticed until 
production began. 

The building programme of the Bharat Electronics was drawn up 
without much relation to the needs of the production programme, 
resulting in large vacant spaces in the building. Of the buildings 
constructed up to 1958-59, certain buildings were only partly. used, the 
percentage of vacant area ranging from 5 to 100. 


‘1 cf. J. Tinbergen, Economic Policy: Principles and Design, North Holland 
Publishing Co., Amsterdam, 1956, pp. 216-223, for a number of remarks in this paper. 
See also United Nations, Formulation and Economic Appraisal of Development Projects 
in two volumes, n.d. 
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The Estimates Committee, in its 97th Report on the Ministry of 
Rehabilitation, apprehended that while the Dandakaranya Project might 
complete its target of reclamation of land by 1960-61, many of its 
ancillary schemes such as irrigation works and roads, vocational 
centres, schools, drinking water, etc., might not make sufficient pro- 
gress pari passu with that of reclamation. It was emphasised that 
there must be proper synchronisation of the various schemes, without 
which mere reclamation of land will not go far. 

Special problems of co-ordination were present in the case of the 
Sindri Fertilizer Factory as a number of aspects of the implementation 
of this project were largely handled by private contractors. By itself 
this is a form of decentralisation and has many advantages. None the 
less, as regards these aspects, all considered of great importance to 
the project as a whole, a certain power to amend their changes has 
to be given to the project authority, the degree of stringency of these 
powers depending upon the particular situation. In the case of the 
Sindri there was no studying of terms of contracts to be entered into 
with the various parties by experts, in advance. Moreover, the project 
authority did not retain such final powers for giving subcontracts and 
fixing up rates, as they deemed necessary from time to time, in order 
that the work proceeded according to the programme, planning and 
estimates of the authority. 

The agreement made by the Hindustan Machine Tools Limited with 
its consultants was so vague that payments were made to them for 
such items of services for which there was no clear stipulation in the 
agreement. Over and above this, monetary implications of the delay 
made by the consultants in the construction side as well as in the 
supply of jigs, tool fixtures, etc., were not assessed for quite some time. 

The Indian Telephone Factory did not secure the effective utilisation 
of an agreement with its consultants. It had to purchase plant and 
machinery from them in excess of what was strictly required. There 
was a delay in the matter of getting manufacturing data and other 
technical information. Difficulties were also encountered in the matter 
of getting supplies of certain materials through the consultants which 
resulted in higher prices being paid than for direct supplies. 


Execution. 


Once a decision has been taken about the execution of a project, 
there arises the question of degree of decentralisation of administration. 
However, to begin with, a single authority which can co-ordinate, 
control and watch progress of all activities, including land purchase, 
construction, purchase of plant and machinery and other allied matters, 
is needed. The Sindri Fertilizer Factory, in its project phase, did not 
have such an authority. After a decision to start the project had been 
taken, there was no assurance that the preliminary and consequent 
steps would be taken in time and in proper sequence. The land for its 
site could be acquired after a delay of about four years. In consequence, 
construction of the factory was delayed, resulting in the employment 
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of engineers and establishment for a longer period than originally 
estimated and in huge extra expenditure in the shape of increased cost 
of plant and machinery. Besides, there were too many spending 
authorities each having a separate accounting and auditing staff. Due 
to this an over-all picture of the progress of the project could not 
be had. 


If the capital development required by a project is heavy, obviously 
it cannot be executed by a single authority. The execution of the 
project will have to be distributed to a larger number of subauthorities, 
each of them executing certain subprojects. In order that these sub- 
authorities have an adequate degree of decentralisation, which is 
necessitated by human and technical considerations, they, as far as 
possible, should take their decisions in accordance with the work and 
investment schedules. The central authority, nevertheless, must super- 
vise and guide the different subauthorities so that the decisions taken 
by one subauthority do not adversely affect the work of others. Super- 
vision and guidance, in certain given circumstances, might be more 
effective in the form of persuasion rather than that of orders. Whenever 
a central authority has to take a decision directly, the onus of proving 
the validity of this course should rest on it. But, from the very 
beginning, the administrative set-up for the construction of the Hirakud 
multi-purpose project, for example, was devised as a subordinate office 
of the Government of India. This resulted in frequent transfers and 
limited powers of personnel in charge of the project. Besides, a 
financial adviser of a junior rank was attached to the project. He did 
not enjoy much authority to give decisions on the spot, which led to a 
great delay and waste of time and expenditure. Lastly, appointment 
of technical men on non-technical jobs in the organisation of the 
projects made for a waste of technical manpower. 


Due to an inefficient project organisation, the Rourkela and Dur- 
gapur steel plants, two of the three huge steel plants started in the 
public sector, went into production as a whole much later than was 
envisaged in the second five-year plan. There was an initial delay of 
over two years in the finalisation of the project plan of Rourkela. 
The delays have partly contributed to the high costs of the projects. 
It has been estimated that every day’s delay involved an expenditure 
of about Rs.10 lakhs at each plant. 


There was a proposal by an expert committee in 1948, to shift the 
National Instruments Factory to a new site, and the scheme was 
approved by the Government of India. But even after seven years, i.e. 
up to 1955-56, the scheme had not been implemented. 


Work on a number of telecommunication projects sanctioned 
between November 1958 and February 1960, did not commence until 
1960-61. In the case of some other projects which were under imple- 
mentation, or had been implemented, there were delays in the prepara- 
tion of plans, construction of buildings, and procurement and instal- 
lation of equipment. An expansion scheme for the installation of 


512 V. P. DUGGAL. 





18,200 telephone lines for Bombay was envisaged in 1946, sanctioned 
in 1956, and was completed in 1959. 


While on the one hand, in the case of the Sindri project in the 
absence of a single authority, there was no studying of terms of 
contracts made with the private contractors, on the other hand the 
Hindustan Insecticides observed very many formalities in inviting 
tenders. 


t 


Supervision. 


As regards the supervision of individual projects in the public 
sector, it may be enough to quote from one of the reports of the 
Estimates Committee. The Committee came across cases of inefficient 
implementation of the projects so often, that it was constrained to 
observe: “The Committee are pained to notice that the feature of delay 
in carrying out the works (projects) is being met with frequently in 
their examination of the estimates of state undertakings, and would 
emphasise the need for such work being better planned and carried out 
without unnecessary delay.” 


Supervision of a project requires that the facts and figures about 
its implementation are gathered and examined against the background 
of work and investment schedules. This provides the central authority 
with the means of controlling its subauthorities. Besides this ex-post 
appraisal can come in handy in ex-ante appraisal of new projects. 
Slowly a stock of project studies can be built up, which would help 
in the appraisal of future projects. 


The analysis of the data collected for the supervision of a project 
needs to be done rigorously. Therefore, first of all, all the details 
should be painstakingly collected. Then it may be asked why generally 
work and investment schedules are not complied with. The three 
possible reasons could be: (a) work and investment schedules may not 
have been carried out as it was intended; (6) they may not have worked 
out as was expected; and (c) new events will have intervened. 


If there are no work and investment schedules, as has been the 
case in a number of public sector projects in India, the question of 
appraisal does not arise at all. However, when such schedules are 
made they might not be carried out as intended because of certain 
technical obstacles which come up during the implementation. The 
possibility of such obstacles in an underdeveloped country like India 
is quite understandable. But for that matter an all-out effort is 
required to smooth the path. An emphasis should be put on human, 
technological and data infrastructure, i.e. on pre-investment infra- 
structure. Vocational and technical skills, technological education in 
the fields of industry and agriculture, managerial and administrative 
talents including special courses in development planning, need to be 
encouraged. Research projects incorporating activities like the deve- 
lopment of improved manufacturing techniques, the design of new. 
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equipment, better use of raw materials, and market development should 
be started. Surveys and feasibility studies, meant to reveal wealth- 
producing potentialities in the country, should be undertaken.1 Besides 
all this, creation of a parallelism between intentions at the top and 
the acts at the base of the hierarchic pyramid of a project, through 
positive labour relations, is necessary. 


When the schedules of work and investment do not work out as 
they were supposed to, this means that the events during the execution 
of a project were different from what was forecast by the project 
authority. Forecasts cannot be foolproof because there are so many 
events involved. However, they can always be improved upon with 
the help of accumulated knowledge about the occurrence of different 
events. | 


The emergence of new events is a real problem in the execution of 
the capital projects according to a plan. Anyhow, what cannot be 
cured must be endured. But in no instance should such events be made 
an excuse for over-all inefficiency. Best managements are those which 
possess a capacity to deal with sudden changes in conditions. 


Conclusion. 


So far we have given certain facts and talked about obvious prin- 
ciples of project implementation. These principles might have been 
known by the project authorities and heads and staffs of different 
Ministries under whom the projects fell. Then how was it that 
planning, co-ordination and decision-making, execution, and appraisal 
of different projects were not done according to these principles. A 
number of reasons come to mind 3 First of all there has been a lack 
of trained management personnel in the government services. Secondly, 
the government apparatus is not tuned to the management of capital 
projects. Thirdly, there is a lack of incentives to the project author- 
ities. All this has led to centralisation, if not direct at least indirect, 
which has compounded the whole set of deficiencies. 


One way out of this is to fix higher plan targets for the private 
sector which, both during the first and second five-year plans, exceeded 
its targets of investment in record periods. If, for certain ideological 
reasons, it is not feasible, private contractors may be asked to execute 
the projects as “turn-key” jobs, or private management firms may be 
taken as partners. But such a step may be taken only after weighing 
the advantages and disadvantages of the terms of a contract or 
partnership. The terms may include, for example, training of govern- 
ment personnel in efficient execution of projects. In the Government. 
itself certain sub-institutions to manage the capital projects need to 
be created. These institutions should operate according to business 


1 Cf. United Nations Special Fund 1960; U.N. Publication No. 66 1. 8: pp. 9-12. 
2 Cf. Planning Commission, Government of India, The Third Five-Year Plan, 
pp. 276-290, 
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principles, enjoying an adequate degree of decentralisation, and 
consisting of men trained in the implementation of capital projects. ` 


Implementation of projects in a sector without regard to work and 
investment schedules can, through a chain reaction, distort the inter- 
sectoral allocation, and consequently a national development plan, 
badly. Under market mechanism, by and large, the interaction of 
supply and demand ensures that the goods required at a certain time 
and place are supplied at a competitive price. But as such a 
mechanism is generally suitable for a gradual tapping of the potential 
resources, planning and its efficient implementation is essential for 
mobilising these resources at a rapid pace. This, in turn, is possible 
only when the projects are implemented according to schedules. Only 
an adequate regard to this factor can take care of the costs and benefits 
of a project, through the timely supply of its inputs and outputs at an 
economic price from and to the complementary projects in an economy. 
The capital projects are like bricks to the great architectural design 
known by the name of national planning. “However grand the archi- 
tectural design may look, it cannot mean very much unless the 
architects really understand the nature of the materials they are using— 
the individual bricks and other things out of which their house is to 
be built.” 1 


1 Cf. R.J.S. Baker, The Management of Capital Projects, London, 1962, p. 1. 
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TRIBUTE TO EDGARD MILHAUD 


On 4 September 1964 Edgard Milhaud died in Barcelona. On 4 September 
1965, on the first anniversary of his death, a monument to him was unveiled, 
in the presence of Mrs. Milhaud and various members of his family, in the 
cemetery of Plainpalais in Geneva, where he has been laid to rest beside 
other famous benefactors of the Republic and Canton of Geneva. 


Before the unveiling took place a very simple ceremony was held in a hall 
near the cemetery at which moving tributes were paid to the founder and 
the most illustrious servant of the collective-economy movement. It was 
attended by some 60 of his friends and disciples, including representatives 
of the Government of the Canton of Geneva, the French Consulate-General, 
the University of Geneva, the LL.O., the LC.R.LC.E. and its Belgian, French, 
Italian and Swiss national sections, the French and Italian Leagues for the 
Rights of Man and various co-operative movements in Belgium, France and 
Switzerland. 


Mr. Charles-Henri BARBIER, a director of the Swiss Union of Consumer 
Co-operatives, in his capacity as a personal friend of the deceased and his 
family, presided. After welcoming the participants he stated that, at the 
wish of Professor Milhaud’s family, the ceremony would be of the utmost 
simplicity. 

The first speaker was Mr. André CHAVANNE, the Member of the Geneva 
Council of State responsible for the Department of Public Instruction. He 
recalled that when, in 1902, Georges Favon, notwithstanding the opposition 
of the University and its students, invited Edgard Milhaud to Geneva, his 
hope was “to attract a man the underlying motive of all of whose thoughts 
and deeds was the conviction—-which he held all his life—that no real progress 
could be achieved unless private interests could be induced to give way to 
those of the community”. 


He recalled what Professor Milhaud had done for the co-operative and the 
internationalist movements and the renown which he had brought to the 
University, the City and the Canton of Geneva in so doing. He concluded 
his address as follows: 


“The Council of State is therefore pleased to be associated with this 
moving ceremony; our minds are touched not only by sadness, but also by 
gladness that one man has been able to do so much for the happiness of those 
around him and for mankind as a whole.” 


The next speaker was Mr. Antony BABEL, formerly Rector of the University 
of Geneva. He described the many-sided personality of Edgard Milhaud. 
He had first come to Geneva as a teacher and, in spite of the active 
opposition of many of his students, who were shocked by the originality of 
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his thinking, he succeeded in winning them over. “Better still, he succeeded 
in winning their liking. His intellectual probity, his liking for disinterested 
research coupled with a desire to promote social reforms, his acute perception 
of needs and sense of timing, his warmth as a person and his brilliant talent 
of exposition enabled him to dominate and hold his audiences. He owed 
his victories to his human qualities as much as to his knowledge and intellectual 
abilities.” 


He was also an ua energetic research worker. “He has written an 
unbelievable amount; the catalogue of publications of teachers at the Uni- 
versity of Geneva includes 259 titles of works by him. Time does not permit 
me even to give a brief outline of his writings. He has written numerous 
articles, many of which were extremely important, attracting widespread and 
securing decisive effects; he has written several books of a rare concentration 
of thought. Taken together, his writings have led to more than one reappraisal 
in the field of social philosophy and have frequently led to experiments and 
achievements in the field of social reform, sometimes in the midst of the most 
heated controversy. 


“All his books and articles were based on an encyclopaedic factual know- 
ledge. They all give evidence of a sound methodological approach, which 
was to some extent the result of his training in philosophy. His analyses. 
were always thorough and perceptive and his conclusions penetrating and 
well founded. 


“But the most striking characteristic of all his writings was his lucid 
determination to serve mankind and his continual struggle to promote, in a 
variety of different ways, the advancement of social justice and the achieve- 
ment of peace among nations. Therein lies the value of his work.” 


Mr. Babel then turned to Professor Milhaud’s equally remarkable endeav- 
ours in the field of internationalism. 


“His ability to cope with a physical volume of work was prodigious—so 
much so that for a number of years he was able to lead a double life; although 
a high-ranking international official, he was able to remain a professor at the 
University. 


“By unceasing efforts—working on Sundays and far into the night—he 
succeeded—surprisingly enough, without detriment to his health—in preparing 
the Inquiry into Production for publication. It is an enormous work; it takes 
up an entire bookshelf. At the same time, however, it is an invaluable 
reference work. It describes the world economy at the time of the crisis 
which began just after the end of the First World War and has been drawn 
on by economists and sociologists throughout the world. Many years have 
gone by since the Inquiry was published; but it still has much of value to 
offer a student of what was such an important period in the history of 
economic development.” 


He demonstrated his ability as a speaker both in his teaching work and 
in his championing of democratic rights. 


“He was equally a brilliant orator. His eloquence was captivating; it 
enabled him to be a true teacher or a leader of men as circumstances required. 
He could adjust his style to his listeners and fo the causes he was champion- 
ing; he was often persuasive, and occasionally, when carried away by in- 
dignation in his campaigns against social injustice and warmongering, he 
could become vehement.” 
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As an individual Edgard Milhaud was deeply human, generous and 
affectionate. 


“He was an eminent representative of the new humanism which, while 
carefully safeguarding the values of the past, has brought to those values the 
catalysing forces springing from the many fantastic upheavals which in his 
time were changing the face of the world.” 


Lastly, Milhaud had been a visionary genius whose influence was still 
making for changes in basic patterns of living. 


“Although Milhaud is dead, his influence can still be felt. It is even grow- 
ing, mainly as a result of the endeavours of those individuals from a great 
variety of countries and of schools of economic and social thinking who 
have joined together to give their support to the ICRICE and the Annals of 
Public and Co-operative Economy and of those who are following his 
example in the widespread ramifications of the co-operative movement. The 
many achievements of all these individuals are certainly the reward which 
Milhaud would have wished for—and which he has entirely deserved.” 


Speaking on behalf of Mr. David A. Morse, the Director-General of the 
1.L.O., Mr. Jean-Baptiste ORIZET, Chief of the Co-operative, Rural and Related 
Institutions Branch, recalled how Albert Thomas, who was an excellent judge 
of men and had an unrivalled ability to select fellow-workers, had asked 
Milhaud to join the staff of the I1L.O. Milhaud had been “an international 
official of exceptional calibre”. He also evoked the many-sided and fascinat- 
ing personality of the deceased, laying particular stress on his abilities in the 
field of co-operation. He had always worked for the future and had succeeded 
in formulating a new system—that of collective economy-—“in opposition to the 
capitalist economy; the new system was an extension of the co-operative 
economy and the establishment of an alliance between it and public economy”. 


Mr. Orizet was followed by Mr. Louis JONVILLE, honorary president of 
the Genevese section of the French League for the Rights of Man and the 
Citizen, who paid his tribute to the deceased, stressing his high moral standards 
and his passion for justice. 


“By virtue of both his speeches and his writings he belongs to the line 
of great Frenchmen who throughout the centuries have fought to establish 
the reign of social justice.” 


When Mr. Jonville had left the rostrum the participants left the meeting 
room and went to Plainpalais cemetery, where they gathered again around 
the black marble slab under which Edgard Milhaud’s ashes lie at rest. Mr. 
Maurice DELBOUILLE, Professor at Liége University, spoke in his capacity 
as honorary President of the ICRICE. 


Professor Delbouille gave a moving description of Edgard Milhaud as 
a man. He began by recalling the “greatest moments of a long and meri- 
torious life, marked by intelligence and application, by ideals and by realism, 
by courage, and above all by a deep, pure, active and lucid generosity and 
passionate concern with the destiny of mankind, which, unable to understand 
fully its true nature, is uncertain which road to follow”. He also recalled 
“the warm and friendly welcome he had for everybody; the power, con- 
centration and precision—permeated with sentiment—with which he always 
spoke; his humility and intellectual integrity as a scholar constantly engaged 
in the search for truth; his refusal to accept brilliant theories and empty 
constructions based on facile, gratuitous dreams; his fantastic capacity for 
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work coupled with a highly developed critical faculty and an innate sense of 
organisation; his idealistic, knowledgeable brand of socialism, free from pre- 
judice towards ideas or people; the brilliance and clarity of his thinking, 
which enabled him to conceive, for the future of human society, a form of 
economy which would meet the imperatives of service, solidarity and brother- 
hood; and, lastly, his optimism and confidence in the forces of life and the 
dignity of the human being”. He also recalled Milhaud’s “moral rejection of 
all violence by one man against another; his unreserved devotion to the 
principles of democracy; and his prophetic vision—based on those principles— 
of a human race for which goodness and intelligence would one day have won 
a happy and lasting peace”. 

He then went on to explain the deeply human character of Milhaud’s 
social philosophy and the influence which that philosophy had had on his 
scientific work. | 

One of the greatest monuments which would remain to the memory of 
Edgard Milhaud were the Annals and the ICRICE. 

“One of the principles which governed Milhaud’s life was the conviction 
that prior investigation is essential to judgment. it was this belief which 
led him to establish the International Centre of Research and Information on 
Collective Economy, to convene the excellent international congresses it has 
organised and to expand the old Annales de la régie directe and adapt it to 
form the Annals of Collective Economy. 

“In this connection | must recall that Milhaud was always seeking for 
ICRICE the support not only of university teachers engaged in the study of 
the development of ideas and of societies but also the greatest possible 
number of practitioners who could describe the tasks, the programmes and 
the difficulties inherent in the organisation of a new economy within a 
democratic society which was at the same time capitalist; he addressed himself 
to leaders of the co-operative movement at the highest and the lowest levels, 
to veterans—as well as to young executives—of nationalised undertakings or 
of small public corporations and to leaders of free trade unions with the 
responsibility for preparing the labour movement to take a share in man- 
agement in future years. From all of these Edgard Milhaud demanded 
precise and reliable information, and in all of them he tried to awaken a 
belief in economic democracy as a precondition for all political democracy.” 

At the end of the ceremony Mr. Barbier, on behalf of Edgard Milhaud’s 
family, thanked all those who had associated themselves in person, by letter 
or in spirit with the tributes paid to the deceased. 


Before breaking up, the meeting observed a one-minute silence during 
which those present were able to recall the features of Edgard Milhaud and 
at the same time reflect on the message of comfort and the profession of faith 
and hope contained in Professor Delbouille’s concluding words: 


“Every day of Edgard Milhaud’s life was a lesson; he taught us the 
necessity of knowledge and aroused in others his own determination to under- 
stand and to convince and to struggle for the humanistic ideal of freedom 
and peace. These lessons are there for all of us. If we follow them we 
Shall continue to remember him with affection; and, more important still, we 
shall find in the application of those lessons an opportunity of finding for 
ourselves in faith better reasons for living.” 


Daniel DE BRULLE, 
Research Worker at ICRICE. 
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PLANNING AND DEVELOPMENT PROBLEMS IN INDIA 


This article is an analysis of four books, and one chapter of a fifth, on 
planning in India and the problems of development in that country, together 
with various suggestions and recommendations. 


The books are: 


— H.K. PARANJAPE, Jawaharlal Nehru and the Planning Commission, New 
Delhi, The Indian Institute of Public Administration, 1964, 16 pages. 


— — The Planning Commission. A Descriptive Account, New Delhi, The 
Indian Institute of Public Administration, 1964, 216 pages. 


— J. GARDELLE and Ch. PROU, Etablissement des programmes en économie 
sous-développée (Programming in Underdeveloped Economics). Vol. 2: 
Quelques expériences méthodologiques (Some Methodological Experiments), 
Collection “Statistique et programmes économiques”, Paris, Dunod, 1964, 
Part Il: “Trois approches méthodologiques du problème du plan” (Three 
Methodological Approaches to the Planning Problem). Chap. I. “Prépa- 
ration d’un plan par décontraction de relations globales de croissance: les 
modéles de Mahalanobis. Apercus sur la planification indienne” (Prepa- 
ration of a Pian by Comparative Analysis of Over-all Growth Rates: 
Mahalanobis’s Models. An Outline of Planning in India), pp. 71-79. 


— B.R. SHENOY, Indian Planning and Economic Development, London, Asia 
Publishing House, 1963, 152 pages. 


— Barbara WARD, The Plan under Pressure, Bombay, The Council for 
Economic Education, New York, Asia Publishing House, 1963, 60 pages. 


Gardelle and Prou give a clear and concise description of the present 
situation in India and the problems facing that country. With her 439 million 
inhabitants (in March 1961, when the last census was taken) she is the second 
largest country in the world from the standpoint of size of population. In 
fact, India contains nearly half the population of the non-Communist part of 
the underdeveloped world. Between the 1951 and 1961 censuses the popu- 
lation increased by 21.5 per cent. In 1921 expectation of life at birth was 
approximately 20 years; by 1961 it had risen to 45 years. The gross national 
product per head is one of the lowest in the world ($60 per annum). 1 


Although the campaigns against famine and the main epidemic diseases 
have been successful (as is confirmed by the sharp increase in expectation of 
life at birth) the general situation regarding health is far from satisfactory. 
For instance, there is only one doctor for every 6,000 people in India, and the 
distribution of doctors between town and country is far from even. 


According to the 1961 census, 66 per cent. of all men and 87 per cent. of 
all women were illiterate. One of India’s main problems is that of un- 


i Estimate made in 1957 by the U.N. Bureau of Statistics on the basis of data for 
the years 1952, 1953 and 1954. For purposes of comparison, the corresponding figure 
for Ceylon was $110, for Egypt $120, for France $740 and for the United States 
$1,870. 
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employment. In 1961 the number of “visibly” unemployed was reckoned at 
between 7 and 8 million. A comparison of this figure with the total number 
of persons employed shows that the percentage of visible unemployment was 
in 1961 higher than in 1950 (i.e. before planning began). Unemployment of 
this kind is found mainly in the towns, where it affects 20 to 30 per cent. of 
the economically active urban population. In addition, underemployment is 
widespread among handicraft workers and artisans and within the rural 
population in general (peasants are idle for from 100 to 200 days every year). 
Moreover, the population in the economically active age groups is increasing 
at the rate of 3 million per year. During the five-year period covered by 
the third Plan it is anticipated that 14 million new jobs will be created but 
that the population in the economically active age groups will increase by 
17 million. 


In 1961 approximately 70 per cent. of the economically active population 
was employed in agriculture, 3 per cent. in forestry, stock-rearing, hunting, 
fishing and mining, 6 per cent. in handicrafts, 5 per cent. in industry and 
16 per cent. in services. 


Of the 300 million acres of land within India’s boundaries approximately 
37 per cent. is cultivated. (In addition, 75 million acres are lying fallow, 
and a further 50 million acres are cultivable.) Only 70 million acres are 
irrigated; there is much scope for the development of irrigation. The yields 
obtained from cultivation are low, mainly owing to shortage of fertilizer. 
Lastly, agriculture depends to a very considerable extent on the monsoon; none 
the less, it provides 46 per cent. of India’s national income. 


The principal item of agricultural produce is cereals (grown on 85 per cent. 
of all India’s cultivated land). India is also the world’s greatest tea producer 
and the second greatest cotton producer (surpassed only by the United States). 


The other main crops are jute, coffee and sugar cane. Although India 
has more cattle than any other country in the world (198 million head of 
horned cattle) the latter is of extremely poor quality; on the average, an 
Indian cow gives only 200 litres of milk per year, whereas the average for 
Dutch cows is 3,600 litres per year. 


India’s mineral resources are rich and varied. Her iron ore—reserves of 
which are at present estimated at 21,000 million tons—is of excellent quality. 
She is one of the world’s major producers of coal (approximately 55 million 
tons per year). Her reserves of good-quality manganese ore are estimated 
at between 15 and 20 million tons and her bauxite reserves at 250 million 
tons. Some 70 per cent. of the world’s production of mica comes from 
India. Proved oil reserves are estimated to amount to 100 million tons, and 
only a very small proportion of potential oil-bearing areas have been pros- 
pected. In addition, India has substantial reserves of chromium and small 
quantities of gold and copper. 

The railways, which are state-owned, comprise some 34,000 miles of track; 
the road network (other than municipal roads) totals 250,000 miles in length, 
95 per cent. of which consists of dirt roads. India also has 5,600 miles of 
navigable waterways. Practically all of her coastal traffic is carried by the 
Indian merchant marine, and there is a fairly well-developed airways network, 
comprising 78 aerodromes, three of which (Delhi, Calcutta and Bombay) are 
international airports. The communications network ts, generally speaking, 
of a reasonable standard, but the telegraph and telephone systems are 
inadequate. 
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The organisation of production is described by Gardelle and Prou (op. cit., 
p. 82) in the following terms: 


“A great deal of fuss has been made about the construction of a number 
of giant industrial undertakings (such as steel works) in recent years; but 
India is still fundamentally a country of small undertakings.” 


“In The Approach of Operational Research to Planning in India? that 
in 1955 net production by organised factories accounted for less than 10 per 
cent. of net physical production and that the value added by undertakings 
employing not more than ten persons and making use of sources of energy 
other than labour (or employing not more than 20 persons and not making 
use of sources of energy other than labour) only accounted for 6 to 7 per cent. 
of national income. Only 2.7 million persons—approximately 2 per cent. of 
the total economically active population—were employed in factories. The 
E.C.A.F.E. Economic Survey for 1956 offers an approximate confirmation of 
these figures, although its estimates are somewhat higher (it states that there 
were 2.6 million people working in establishments covered by factory 
legislation).” 

It seems superfluous here to stress the importance of the food problem in 
India. We shall merely recall the estimates made by the mission of American 
agronomists which was called in the spring of 1955. Taking into account 
foreseeable population growth, and making allowance for a slight increase 
in the daily ration per person and for the constitution of a stock of over 
9 million tons, it estimated that 110 million tons of cereals would be required 
in 1955-56. It follows that, if production does not increase more rapidly 
than during the ten-year period 1950-60 (during which period the annual rate 
of increase was 3 per cent.), the supply will fall short of demand by 28 million 
tons in 1966. The mission concluded that the only solution was to raise 
the annual rate of increase of production to 8 per cent, as a crisis of such 
magnitude could not be resolved by imports or rationing alone. 


However, the harvest in 1960-61—-which was reckoned a bumper year—was 
only 77.2 million tons of cereals, whereas the target for that year in the 
second five-year plan was 81.8 million tons. 


Politically, India is a federal State with 15 constituent states and a 
parliamentary régime. In addition to sending representatives to the All-India 
Parliament, each state has its own independent Assembly. 


Shortly after becoming independent this huge country, with its gigantic 
problems, decided to base its economic and social development on planning. 
In the final choice one great figure—the spiritual heir of Gandhi—played a 
part of decisive importance. In his pamphlet entitled Jawaharlal Nehru and 
the Planning Commission Paranjape clearly shows the development of Pandit 
Nehru’s beliefs and actions in relation to the economic and social develop- 
ment of his country. We read how Nehru established the Planning Com- 
mission and the part he played within it. He seems to have first formulated 
his ideas on the economic and social aims of his country in 1926-27 during 
a stay in Europe. After the meeting of the All-India Congress in Karachi 
in March 1931, his thinking on the subject of economic progress began to 
develop along clearly distinguishable lines. In his view large-scale industrial- 
isation and the application of science industry were necessary if India’s 


2 P.C. MAEALANOBIS: “Sankhya”, in The Indian Journal of Statistics, Volume 16, 
Parts 1 and 2, Dec. 1955, p. 11 (Statistical Publishing Society, Calcutta). 
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wealth were to be increased and the living standards of her people raised. 
As will be seen later, the path which India’s economy was to follow in later 
years was to a considerable extent determined by these beliefs. On a number 
of occasions during the 1930s he stated both orally and in writing that he 
had been greatly impressed by the example of the Soviet Union. 


In 1938 the National Planning Committee of the Congress was established 
with Nehru as chairman. There is good reason to think that this marked 
the beginning of a process which led him to make India’s destiny dependent 
on planning. One of the first things he did when he joined the interim 
government in September 1946 as vice-president was to establish an Advisory 
Planning Board. The Economic Programme Committee of the Congress, 
which worked during 1947 and 1948 under his chairmanship, recommended 
the establishment of permanent planning machinery. After overcoming consi- 
derable opposition—including that of the Minister of Finance, Dr. John 
Mathai—he succeeded in establishing a Planning Commission in March 1950. 
He remained its chairman until his death. 


Nehru considered five-year plans as stages in the achievement of long- 
term aims. He believed that every statesman should always be looking 15 
or 20 years ahead. He was convinced that the only form of planning suitable 
for India was democratic planning requiring the active participation of the 
people as well as popular support. In his conclusions Paranjape states that 
Nehru was the true architect of planning in India. 


In his monograph entitled The Planning Commission. A Descriptive 
Account Paranjape sets out to describe the organisation of the Planning 
Commission, the manner in which it was established and its work up to 
March 1964, 


This article is concerned merely with the organisational aspects of the 
Commission. As Gardelle and Prou have pointed out, any planning process 
involving more than the formulation of general aims implies a certain number 
of basic functions which can be classified as follows: 


1. Study of the plan. 


2. Consultations between the planning administration, the Government and 
Parliament. 


3. Consultations between the planning administration and the other sectors 
of the machinery of government. 


d Consultations between the planning administration and publicly and 
privately owned undertakings. 


5. Consultations between the planning administration and the trade unions, 
the political parties and representatives of the general public. 


6. In the case of federal government, consultations with the state govern- 
ments. 


7. Implementation of the plan and follow-up. 


Gardelle and Prou consider that the normal procedure is to assign 
functions 1, 3, 4 and 5 to the central planning body; function 2 is the 
responsibility of an interministerial council of which the head of the central 
planning body is a member; while function 7 is the responsibility of the 
ordinary machinery of government (technical ministries, central bank, etc.). 
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In India, however, the situation is different; functions 1 to 5 inclusive 
are all the responsibility of the Planning Commission. This arrangement is 
rendered feasible by the political character of the Commission, which has the 
Prime Minister as chairman, while the status of its members is roughly 
equivalent to that of Ministers. Thus the Planning Commission also seems 
to play an important part in the enforcement of day-to-day decisions on 
matters of economic policy. 


Liaison with constituent states (function 6) is secured through the National 
Development Council, the membership of which includes the Prime Minister, 
the chief ministers of the states and various members of the Planning Com- 
mission. The main function of the National Development Council seems to 
be that of giving the state governments an opportunity to make their views 
known and thus to facilitate final acceptance of the plan. 


The “inner conclave” of the Commission is made up of its members of 
ministerial rank (Prime Minister, Minister of Planning, Minister of Finance), 
the Deputy Ministers Members from the Planning Organisation and from 
three to seven full-time members. The rest of the Commission is made up 
of some 20 divisions divided into four groups namely— 


1. the co-ordination divisions; 

2. the general divisions; 

3. the subject divisions; and 

4. the divisions responsible for specific development programmes. 


There are also various other institutions which participate within this 
general framework in the preparation and implementation of plans, namely— 


1. The working (of which 23 took part in the preparation of the third plan). 
These operate under the auspices of the Planning Commission. Their members 
are experts from the latter and from central government departments. The 
Secretary of the responsible ministry acts as the chairman of each. 


2. secondly, there are eight “panels”. One is made up of economists and 
one of scientists. The others are concerned respectively with problems of 
agriculture, agrarian reform, Vedic medicine, teaching, health and housing 
and regional development. 


3. The research organisations, including the National Council of Applied 
Economic Research, the Institute of Economic Growth, the Indian Statistical 
Institute and the Central Statistical Organisation. In 1953 a Research Pro- 
gramme Committee was established to carry out (or commission) and direct 
the necessary studies on the economic and social problems of development. 


4. Lastly, there are the agencies which play a part in the implementation 
of the plan, and in particular the Committee on Plan Projects (presided over 
by the Minister of the Interior), which is responsible for keeping track of 
progress at the main operation sites. There is also the Programme Eva- 
luation Organisation—a division of the Planning Commission—which is 
responsible for the accurate evaluation of progress in the field of community 
development and enjoys a considerable measure of autonomy. 


§24 NOTES AND MEMORANDA 


Gardelle and Prou support Gadgil’s criticisms of the Planning Com- 
mission. 3 These criticisms may be summed up under four main heads: 


1. He treats the first plan separately, as it was little more than a pro- 
gramme for public expenditure accompanied by recommendations addressed 
to the private sector. This was as much as could be expected during a 
period of transition. However, in the opinion of Gardelle and Prou (op. cit., 
p. 86) although the problems were honestly described and explained, the 
Planning Commission “was none the less unable to steer the Government 
clear of all the different obstacles which threatened and ultimately jeopardised 
the successful implementation of the plan”. 


The other criticisms relate to the second plan, which must be assessed 
more rigorously precisely because its targets were more ambitious. 


2. The process of establishment of the plan resembled a theoretical exercise 
in which little or no account was taken of realities. It is impossible to 
determine “who decided what the general framework of the plan was to be 
and how resources were to be distributed among the different sectors”. 4 
Mahalanobis 5, although he claims merely to have been a co-ordinator, certainly 
played an omnipresent role. 


3. Not even the most elementary attempts were made to assess the over- 
all coherence of the plan. 


4. The Planning Commission appears to have been consistently unable 
to distinguish betweeen technical and political problems. This would explain 
why no attempt seems to have been made to follow objective criteria in the 
selection of projects for inclusion in the plan. Gadgil pointed out that in the 
preparation of plans and the examination of projects the Planning Commission 
and its agencies continually seemed to be basing their decisions purely on 
considerations of political expediency. 4 


How valid are these criticisms ? We shall confine ourselves here to an 
eximination of those directed at the second plan, for they are the most serious 
and specific of all. Gadgil’s allegation that not even the most elementary 
attempis to assess coherence were made is a criticism of a purely technical 
character. If it proved valid one would be forced to conclude that serious 
negligence had occurred. 


In the absence of sufficiently abundant and accurate information on the 
actual methods followed in the framing of the plan it is impossible to assess 
the validity of this criticism. This is also the view of Gardelle and Prou. At 
the beginning of the relevant chapter they explain that, for an outside observer, 
the planning system in India seems to be shrouded in an aura of mystery. 
This is due to the discrepancies between the officially published results and 
the information contained in United Nations reports, and also to the impossi- 
bility of evaluating accurately the methods used owing to the fact that one 
cannot consult documents and statistics. 


3 D.R. Gapa: “The Role of the Planning Commission”, in Planning and Economic 
Policy in India (Gokhale Institute of Economies, 1961), 

4 GARDELLE and PROU, op. cit., p. 86. 

5 Professor DC MAHALANOBIS, physicist, a member of the “inner conclave” of the 
Planning Commission, who was responsible for perspective planning, statistics surveys 
and scientific research. 
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Gardelle and Dron are of the opinion (op. cit, p. 77-78) that the long 
methodological article in which Professor Mahalanobis introduced the second 
five-year plan in Sankhya, after starting off with a promising title, offers 
little more than an over-all growth ratio applied at two subsidiary levels 
(models based on two and four sectors respectively). It is difficult to under- 
stand how one can derive the fundamental decisions of the plan from so little. 


“Professor Mahalanobis dislikes being questioned on this subject, but in 
ordinary conversation he frequently insists that he is above all a physicist, that 
in the economic field he is a ‘middle-of-the-roader’, that he has little faith in 
theory or in models, that he is merely a modest co-ordinator...” T 


Gadgil expresses regret at having been unable to find out who was 
responsible for determining the general framework of the plan and the 
distribution of resources among the different sectors. If one were writing 
a history of planning it would certainly be interesting to know who the person 
concerned was; but in fact this knowledge would not be of great practical 
importance, as all the members of the Planning Commission were jointly 
responsible for the plan in its entirety. But his allegation that the framing 
of the plan seems to have been an abstract exercise is much more serious. 
Levelled at planners in an advanced country, such a charge would be grave 
enough; levelled at planners in a developing country, it is even graver. A 
less developed country is certainly not in a position to offer its theoreticians 
the luxury of drawing up an abstract plan and then seeing if it works out 
in practice. 


lt is impossible to say to what extent Gadgil’s criticism is justified. How- 
ever, one general remark is called for here. The developing countries have 
a difficult choice to make. Once they have taken the fundamental step of 
opting for planned development, there are two alternative courses for the 
preparation of the plan itself. On the one hand, the task can be assigned 
to persons with practical experience in economic affairs (officials of the 
Ministries of Economic Affairs, Finance, Agriculture, Public Works, etc., and 
technicians), who may be expected to formulate a plan consisting of a set 
of concrete projects co-ordinated with a view to the achievement of the targets 
set. If this course is followed, the choices of scale and proportion in the 
economy as a whole wili tend to be made implicitly rather than explicitly, as 
will the choice of means of giving effect to those decisions. Alternatively, 
responsibility for the framing of the plan can be assigned to theoretical 
economists. The latter may be expected—in our view at least—to seek 
methods of putting a development model into practice, to make explicit choices 
on matters of over-all scale and to attempt to determine the criteria to be 
used in selecting the projects to be included in the plan. But at this level 
there is a considerable danger that the model prepared by theoretical eco- 
nomists man prove to be an abstract model which ignores existing realities, 
precisely because in these countries the information available is not sufficiently 


7 At this point I should like to recall my own evperience in a country where 
development began recently, which led me to a similar conclusion. In August 1963 
I was in Tunisia attempting to compile as much information as possible on prospects 
for the ten-year period 1962-71 and the three-year plan for 1962-64. I was completely 
unable to find out by what methods the development model had been framed and how it 
had been applied in practice to obtain projections for 1971. I tend to think that in 
all developing countries it is frequently difficult to obfain information of any kind 
and that the absence of such information is not necessarily due to a deliberate FAIRE 
to prevent outsiders from finding out what methods were used. 
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abundant or accurate to permit a full understanding of the concrete economic 
and social situation which the plan is designed to change. 


As for Gadgil’s fourth point (the tendency to confuse technical with political 
problems within the Commission) it may be argued that the procedure adopted 
in India--namely the inclusion of politicians in the membership of the Central 
Planning Commission—offered the advantage of permitting allowance to be 
made for what was politically possible from the very beginning and thereby 
facilitated the acceptance of the plan within a relatively short space of time; 
but at the same time it had one serious disadvantage and involved a consi- 
derable risk. The disadvantage lay in the fact that political and technical 
considerations tended to affect one another even at the planning stage. It 
is the economist’s job to state, given a particular situation and the targets 
to achieve, the most desirable means of achieving those targets; while it is 
the responsibility of the politician to make a choice among the different 
targets and to specify which methods of achieving them are politically 
feasible. The danger is that during the preparation of the plan more im- 
portance may be attached to the political feasibility of implementing a given 
course of action than to the technical problems to which the choice of that 
course of action gives rise; the result would be a plan which is not the 
most practicable from the technical point of view but one which is politically 
most feasible. It is always possible to modify a plan in the light of political 
imperatives, but it is much more difficult—and even impossible—to eliminate 
the faults in a plan conceived from the outset in terms of the political 
feasibility of applying it rather than on the basis of purely economic consi- 
derations. In Gadgil’s view the Planning Commission neither overcame this 
drawback nor averted the danger. 


Gardelle and Prou found Gadgil’s criticisms of sufficient interest to deserve 
detailed description because they constituted “the most important criticism 
by an Indian of the part played by the Planning Commission published so 
far”.8 It is a fact that until recently any reservation regarding the plan was 
“interpreted as a sign of distrust of the directors of the planning process and 
above all of Professor Mahalanobis”.® In addition, Gadgil who “seems 
completely sincere” 10—is a member of the Panel of Economists and in that 
capacity works in the Planning Organisation. This is why they welcome 
Gadgil’s criticisms, even though they consider them extremely harsh—even 
over-harsh. However, they go on to recall the position adopted by the 
E.C.A.F.E. secretariat at the conference of representatives of Asian planning 
organisations (held in Delhi in September and October 1961), which rejected 
Gadgil’s criticisms as over-harsh, quoting India’s planning machinery as an 
example. Gardelle and Prou leave the question open. 


The rest of the chapter in question is devoted to an outline of the general 
principles governing planning in India, and an explanation of the reasons 
why the model based on two sectors (the sectors manufacturing capital goods 
and consumer goods respectively) was discarded in favour of a model 
comprising four sectors and in which the sector producing consumer goods 
was broken down into three—large-scale industry; agriculture and small-scale 
industry; and the provision of general services (health, education, etc.). The 
authors then review the results of the first ten years of planning and give an 


8 Op. cit., p. 86. 
9 Ibid., o 77. 
10 Ibid., p. 68. 
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outline of the third plan. They point out the discrepancies between targets 
and achievements and describe existing difficulties. At the end of the chapter 
they examine the question of the repercusions which incidents or threats 
occurring on the Sino-Indian frontier might have. The present position in 
this respect is conducive to.a review of priorities. And in conclusion the 
authors ask the following questions: on the basis of what criteria should 
these priorities be fixed? what procedures should be followed to cut down 
projects originally included in the plan? how can the coherence of the revised 
plan be verified? and how is it intended to maintain monetary equilibrium in 
the changed circumstances? H 


But the attitude of the authors towards planning in India is clear. Their 
criticisms—or rather their observations—are not directed at the fundamental 
principles underlying this planning. “The promoters of the Indian plan have 
stated that they can raise their country up from its present poverty-stricken 
state without going beyond the bounds of the democratic process. Is this 
in fact possible? At least one thing seems fairly certain, namely that if the 
democratic process is to be respected the plan must succeed; for if it were 
to fail, famine and Chinese propaganda would probably between them lead 
to upheavals in political life. If the plan is successful, India will stand before 
the world as the great democracy of Asia; but if it fails the underdeveloped 
world will probably interpret that failure as a sign of the powerlessness of 
a democracy to cope with the most vital problems of underdevelopment.” 12 


The attitude of B.R. Shenoy, as expressed in his book Indian Planning and 
Economic Development, is completely different. Shenoy is a neo-liberal who 
considers that state planning and the State itself should play only a secondary 
part in an economy: “Planning by the State should be confined to its national 
spheres of activities and services which private enterprise is unable or un- 
willing to provide but which are essential to accelerated economic growth” 
(p. 56). The economic policies he considers as models are those of Ludwig 
Erhard and Jacques Rueff. He could equally well have drawn his inspiration 
from Hayek and Röpke. His book is a severely critical analysis of all the 
different aspects of planning in India. His views can be summarised under 
eight main heads as follows: 


I. The yardstick of economic development in a country is the improve- 
ment in living standards throughout that country. Under present circum- 
stances in India any increase in welfare will take the form of an increase 
in the consumption of food and clothing per head. 


ll. So far planning in India has not been a success, as it has failed to 
achieve three of the four objectives it was designed to achieve. These were: 


l. The Abolition of Poverty. 


During the ten-year period 1950-51 to 1960-61, and allowing for a 22 per 
cent. increase in the population which took place during that period, national 
income per head increased by 15.2 per cent., or at a compound average annual 
rate of 1.4 per cent. But these figures give no indication of the actual living 
standards of the population (see point I). In fact, prices rose more rapidly 
(5 per cent. per year for cereals) than incomes (3.9 per cent. per year). 


11 Ibid., p. 107. 
12 Ibid., p. 77. 
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The actual consumption of cereals and clothing per head was only fractionally 
higher at the end of the ten-year period than at the beginning. 


2. The Elimination of Unemployment. 


There was more unemployment at the end of the period than at the 
beginning. During the second plan period alone the number of unemployed 
increased by 3.7 million. 


3. Reduction of Inequalities of Incomes. 


The distribution of incomes was even more unbalanced at the end of the 
period than at the beginning. This is evident— 


(a) from the price structure; between 1954 and 1961 the price of cereals 
increased by 53 per cent., the prices of foodstuffs in general by 48 per 
cent, and the price of textiles by 23 per cent.; while during the same 
period the prices of luxury and semi-luxury goods remained relatively 
stable and only began to rise—in much smaller proportions—right at the 
end of the period; 


(b) from patterns of production: between 1951 and 1961 production of capital 
goods increased by amounts ranging from 120 per cent. (machine tools) 
to 310 per cent. (commercial vehicles) and production of raw materials 
by from 60 per cent. (coal) to 800 per cent. (caustic soda). In contrast, 
production of consumer goods used by the lower and middle classes 
increased by much smaller proportions, ranging from 10 per cent. 
(matches) to 80 per cent. (soap); the production of cotton clothing—which 
everybody wears—increased by only 40 per cent. 


At the same time, production of consumer goods used by the better-off 
classes of the population was increasing much faster; production of electric 
light bulbs increased by 190 per cent., that of electric fans by 410 per cent., 
that of radio sets by 490 per cent., that of sewing machines by 860 per cent. 
and that of rayon thread by 2,000 per cent. 


4. Industrialisation. 


This is the only one of the plans for main targets towards which the 
author concedes reasonable progress has been made. The over-all index of 
industrial production rose by 70 per cent. during the ten-year period under 
consideration (from 100 at the end of 1951 to 169.9 in May 1961). However, 
the scale of this success must be measured in its proper perspective; for 
industry only represents a relatively small proportion (16 to 19 per cent.) of 
economic activity in India, 


Moreover, the measures taken within the framework of the planning 
process have facilitated, if not actually given rise to, inflation. 


IH. Economic growth is contingent on an increase in both human and 
physical capital, and is fastest when both factors are available in fully suffi- 
cient quantities, 13 


13 “In essence economic development is a case of progress through the treatment 
of resources and know-how for adding to the human and material capital, the two 
forms of capital being employed for lifting up the living standards of the people. 
Progress may be slow when the quality of man—his talents, his willingness and ability 

(footnote continued overleaf} 
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However, “logical and recent experience have demonstrated that, while 
human and material capitals are important, the economic and social policy 
measures of the State are by no means any less important for rapidity of 
economic growth”.14 But the distribution of investment under the Indian 
planning system is unsatisfactory. 


(1) Too much money is being invested in heavy industry, to the detriment 
of investment in human capital and particularly education. Admittedly, during 
the ten-year period under consideration the number of pupils and students 
attending schools and colleges increased from 29 million to 46 million and the 
number of engineering colleges increased from 134 to 380; but these facts 
cannot be put forward as evidence of the success of the plan, for the credit 
for these increases must go mainly to private enterprise, local authorities and 
other semi-public agencies. 


“Provision of education being a natural function of the State, any admi- 
nistration must spend part of its revenues on education. To claim special 
benefit under this head the effort must be extraordinary.” 15 


However, this does not seem to have been the case in India. During the 
second plan period all expenditure on primary, secondary and higher education 
lumped together made up only 1.5 per cent. of the total budgetary expen- 
diture of the central and state governments (2,080 million rupees, compared 
with aggregate spending of 141,070 million).16 The corresponding percentage 
during the first plan period was 1.9, 


It is interesting to recall that during the second plan period the Govern- 
ment spent 5,260 million rupees—two-and-a-half times the total amount spent 
on education—on the three publicly owned steelworks alone. 17 


(2) Investment in heavy industry is also detrimental to agriculture and 
handicrafts. An investment of 10 million rupees in large-scale industry 
producing capital goods creates 500 new jobs; a similar amount invested in 
large-scale industry producing consumer goods creates 1,150 new jobs; while 
ithe same amount invested in agriculture and handicrafts will create 4,000 new 
jobs. “Under these conditions, to press on with heavy industries in the 
Indian context of poverty and unemployment is not only uneconomic, but 
also inhuman.” (p. 34) 


“During the first plan and the first three years of the second plan...the 
increase in output from agriculture was of the order of 57 to 69 per cent. of 
the additional capital invested” (p. 33). By comparison, between 1946 and 
1953, in five sectors of industry--cement, paper, iron and steel, cotton textiles 
and sugar—the increases in production achieved ranged from 14 per cent. 
of invested capital (paper) to 45 per cent. for sugar (the figure for iron and 
steel was 19 per cent.). 


to take risks and to work hard and his technological maturity—is comparatively poor. 
Rapidity of development would be then, mainly in proportion to the success in improv- 
ing the quality of man. A mere piling up of material capital may be of little avail. 
Most rapid progress is likely to result when the human and material capitals are in 
right combination” (Indian Planning and Economic Development, op. cit., pp. 40-41). 

14 Ibid., p. 41. 

15 Ibid., p. 36. 

16 1 Rupee equals approximatively $0.21. 

17 This led Shenoy to write: “We are investing much more in steel than in man” 
(op. cit., p. 37). 
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In any case, a semi-stagnant agricultural sector-does not provide a solid 
foundation for industrial expansion. 


(3) The bulk of investment in heavy industry or in technologically ad- 
vanced industries are made in defiance of the law of comparative costs. Under 
present circumstances in India production -costs are inevitably higher than 
those in countries which achieved industrialisation many years ago and the 
quality of the goods produced is frequently lower; for India is relatively 
Jacking in experience of the relevant sectors of industry, in know-how, in 
experienced managerial staff, in transport services, etc. And, as Shenoy 
points out, not only does India produce at home what could be purchased 
more cheaply abroad, but in addition she produces more than is needed to 
satisfy home demand and has to export the surplus at prices well below 
production costs—a process which inevitably swells the balance-of-payments 
deficit. 


IV. Protectionist policies—which are logical and necessary when a country 
is attempting to encourage domestic industrialisation (a policy the validity of 
which is challenged under point III above)—encourages corruption (for 
instance, the development of a black market in import licences) and accele- 
rates inflation. 


V. Following the classification devised by a Swiss economist (Dr. A. 
Hunold), Shenoy states that countries can be divided into three categories-— 
countries with communist-type economies, countries with free economies and 
countries with “muddled” economies. In his view India falls at the moment 
within the third category; but if she does not return soon to a system of free 
economy she will shortly become a country with a communist-type economy. 


VI. A market economy regulated by law offers the best guarantees against 
exploitation. “There is no better guarantee against exploitation—of workers 
by employers and of consumers by producers, importers and distributors—than 
the ever-vigilant twin tribunals of the pricing system and the consumer 
referendum, which are constantly in session and before which competing entre- 
preneurs have continually to prove price, quality, wages and every other item 
of cost. If the tribunals are well fortified by the Rule of Law, which is a 
responsibility of the State, we will have all the essential preconditions for 
economic equity between individuals and for social justice” (op. cit, p. 42). 

The influence of Hayek and Rôpke is particularly apparent here. 


VIL. The policy of state direction would have been abandoned in India 
long ago— 


(1) if generously supplied foreign aid had not more than made up for the 
“prodigal expenditure of the planners”; 


(2) if the champions of this policy within India had not been given consi- 
derable encouragement by foreign experts visiting the country; 


(3) if a doctrinaire attachment to planning as such had not been fostered in 
India, with the result that the failures of planning are attributed, not to 
the limitations of planning as a method of promoting economic growth, 
but to the defects of planning as practised in India at present. 


VIII. The sevent points made above should not be considered as a plea 
for the total abandonment of planning of any kind. Clearly, orderly progress 
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is inconceivable without planning. They do, however, make up a case for 
a reorientation of the planning system in order to offer a maximum of 
economic freedom. Then “in the private sector, planning will be done by 
the millions of individual production units; in the public sector by the State. 
Planning by the State should be confined to its natural sphere—the mainte- 
nance or provision of the Rule of Law, of defence from external aggression, 
of monetary and fiscal stability, of public health and education, of basic 
communications and of agricultural extension services. To quote Colin Clark, 
beyond this the State should avoid attempting to force accelerated growth, 
since to do so is to risk impeding it and destroying individual liberties in 
the process” (p. 81). 


These criticisms call forth some comments. 


Point I. Although the improvement of living standards throughout the 
nation is certainly a yardstick of economic development in fairly general use, 
it is not the only criterion. In our view it is not even the most satisfactory 
criterion for economies which are just entering the development phase. For 
such countries the increases achieved in production potential and diversity 
seem preferable. 


The principal need facing an economy entering on the development phase 
is that of increasing its productive equipment in the broadest sense (that is 
to say, using the term to cover human capital as well). 


Point If. At present planning in India is certainly not giving proof of 
success; it is promoting little or no progress towards three of its four 
objectives (abolition of poverty, abolition of unemployment and reduction of 
inequalities in income distribution). It is therefore desirable that those 
responsible for planning in India should give careful thought to criticisms 
levelled at their plans. 


However, as Shenoy himself points out, due credit must be given for 
success in making progress towards the fourth objective—industrialisation— 
which seems to have been considerable. In the context of India, industrial- 
isation represents an increase in both the volume and diversity of production 
potential. If one is making a general assessment of planning in India, the 
success achieved in this field makes up partly for the failures in others. 
As a financier18 Shenoy attaches considerable importance to the fact that 
planning measures have created inflationary pressures. But in all countries 
in the early stages of development inflationary pressures are extremely strong 
owing to the insufficiency of savings. Shenoy fails to prove that planning has 
been the actual cause of inflation. On the other hand, his allegations that 
the planning machinery has been unable to prevent certain developments which 
run counter to plan objectives are fully justified. To take only one example, 
inflation has permitted prices to rise faster than general income levels; this 
runs counter to the aim of reducing inequalities of income distribution. 


18 From 1940 to 1942, he was a member of the Ceylon Board of Commissioners of 
Currency; from 1945 to 1949 he was Director of Monetary Research in the Reserve 
Bank of India in Bornbay; in 1948 he was appointed a member of the Board of Directors 
of the Bombay Bullion Exchange. From 1948 to 1951 he was representative of the 
International Monetary Fund for the Far East, stationed in Bombay; and from 1951 
to 1953 he was Alternate Executive Director representing India on the I.M.F, and the 
I.B.R.D. 
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Point II. The third criticism—relating to patterns of investment, and in 
particular excessive investment in heavy industry at the expense of other 
sectors—seems the most serious one. An unsatisfactory allocation of invest- 
ment always has harmful effects; this is particularly so in a developing 
country where it is particularly essential that investment should give positive 
results. 


(1) Failure to make adequate provision for education (which in the case 
of India may require exceptional effort) would in the long run have serious 
consequences for the country. 


(2) A major controversy is at present going on among economists 
interested in problems of economic development in new countries on the 
question of whether the main effort should be directed towards industrialisation 
or towards the improvement of agriculture. There is as yet no indication of 
what the final outcome will be. However, India’s planners should give careful 
thought to the points Shenoy makes, particularly when he states that a semi- 
stagnant agriculture is not a secure foundation for industrial expansion. 


(3) A new country which launches on a programme of industrialisation 
inevitably does so in defiance of the law of comparative costs, for it is at a 
disadvantage compared with countries with long-established industries. It 
is essential that this law should not be ignored completely and that due 
account should be taken of fields in which the country concerned is parti- 
cularly well equipped (for instance, sugar cane in Cuba). 


Point IV. It is certainly most regrettable that restrictions on imports have 
given an incentive to corruption and in particular given rise to a black 
market in import licences. However, one may doubt whether this is in itself 
an exceptional development. The responsible authorities might do well to 
make use of the detailed analysis offered by Shenoy of the manner in which 
illegal incomes (for instance, those arising from black markets in import 
licences) are distributed. On the other hand, the income arising from 
fictitious sales of family jewels and similar “wangles” can certainly not be 
considered to be legal. 


Point V. The statement that the only way India can avoid becoming a 
country with a communist-type economy is to revert to the free economy 
system is, to say the least, somewhat surprising. A free economy is governed 
by the factor of solvent demand. It is difficult to see how, in a country the 
population of which is as poor as that of India, solvent demand could give 
rise to a rapid increase in production. 


The only way to ensure that the population of India does not resort to 
measures of desperation—which is often what turning to Communism involves— 
is to improve living standards in a short space of time. 


We share Gardelle’s and Prou’s view that only if her planning is success- 
full will India be able to keep to the “third road”. Consequently, in order 
to give themselves the maximum chance of success, Indian planners must 
examine with the utmost care every criticism levelled at the plans. 


Point VI. It is surprising enough to find a present-day economist who 
considers that a market economy offers the best guarantee against exploitation. 
But it almost passes belief to hear that argument invoked in the context of 
a developing country. Possibly it all depends on the significance attached 
to the word “exploitations”. 
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Point VII. The decision to continue with or give up planning in a country 
is a political one. Consequently it is rather for analysts of the political 
situation in India to decide whether the arguments Shenoy advances to 
explain why planning is continued with—abundant external aid, the influence 
of foreign experts and the inability of those who govern India to think in 
terms other than those of planning—are valid and whether, in fact, these are 
the only considerations involved. 


Point VHI. Shenoy’s plea for a reorientation of planning is ambiguous. 
When, for instance, he speaks of “planning by individual production units” 
he is clearly not using the word “plan” in the same sense as in the rest of 
the book. In this particular case he is using the word “plan” to denote 
systematic forecasting within each undertaking. 


In The Plan under Pressure, Barbara Ward examines the possible reper- 
cussions of the Himalayan crisis on India’s economic situation. She considers 
this crisis as one of the different sources of pressure which, even at the end 
of 1962, were making India’s economic position a difficult one-—inflation, 
balance-of-accounts deficit, budgetary difficulties. The burden of the addi- 
tional military expenditure which India has decided upon will add to these 
difficulties. For this reason the author recommends that India settle the 
problem of Kashmir by negotiation with Pakistan. She goes on to explain 
the benefit which India would derive from giving a genuine significance to 
prices, and in particular that of capital (i.e. the interest rate) and of foreign 
currency (exchange rate). In a developing country like India capital, for 
example, is in extremely short supply. If the price charged for it is too low 
there is a danger that it will be badly used. She also shows the extent to 
which the foreign exchange crisis is due to the low levels of raw material 
prices, together with the deterioration in the terms of trade of producers of 
raw materials. She is convinced that Britain’s entry into the Common Market 
would bring benefits to the developing countries on account of her many 
links with other countries throughout the world which she can neither neglect 
nor ignore. Lastly, she argues that fundamentally the interests of developed 
and developing countries are convergent. 

Bruno REMICHE, 


Research Worker. 


EFFICIENCY STUDY OF AN INDIAN PUBLIC ENTERPRISE * 


Characteristics of the Enterprise. 


The enterprise, which was studied as regards its efficiency, is a Govern- 
ment of India undertaking, decentralised in the form of a limited company. 
The operations in the production process are standardised to a great extent. 
So much so that the machine- and material-estimates, within quite narrow 
tolerances are available. In other words, per unit of product, machine-hour 


* The study was done on behalf of the Indian Institute of Public Administration, 
New Delhi. Here a summary of the study is being presented. 
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rates, and quantities of different materials required, have been estimated to 
a great degree of exactness. 


The enterprise is highly mechanised and capital-intensive. The ratio of 
expenditure of power, lighting and steam to the total wages given to the 
direct labour has, on an average, been 0.87. The capital invested per unit 
of output is quite high. Over the years, incremental capital-output ratio 
has been about 9, which means that in order to increase one rupee of value 
added, corresponding increment in capital has been approximately of the 
order of Rs.9. 


The techniques of production in the factory are modern. The production 
processes are continuous, but the flow is non-uniform. Basically, the tech- 
niques chosen are such as can increase production at a relatively rapid pace. 


The number of employees has increased in the enterprise from about 350 
in 1954-55, when the factory was started, to about 1,000 in 1960-61. The 
percentage of skilled workers has been about 25, that of semi-skilled workers 
around 11, that of unskilled workers around 25, that of technical supervisors 
about 3, that of technical officers about 2, that of clerks about 11, that of 
miscellaneous administrative workers about 21, that of administrative super- 
visors, and that of administrative officers about 1. 


Efficiency of the Enterprise. 


Before we proceed further it may be mentioned that the market of the 
enterprise is secure in the sense that it sells its products to a government 
department. But the supply of its products so far has been far less than 
the demand because over the years there has been a great fluctuation in 
the strength of the direct workers; continuous decline in the utilisation of 
working time as measured by the ratio between the total man-days lost to 
total man-days worked; over-all decline in labour productivity: (ratio between 
total output in physical terms to total number of man-days worked); and 
continuous decline in the utilisation of practical capacity (ratio of actual 
production to practical capacity). 


Budgeting has been done in the enterprise now for some years. But per- 
centage variances have been quite high. Actual sales have been less than 
the original yearly budgets by about 20 per cent.; actual raw materials con- 
sumed have been less than the original yearly budgets by about 23 per cent.; 
income has been less than the yearly budgets by about 20 per cent.; and 
expenditure has been less than the original yearly budgets by about 23 per 
cent. The capital and manpower budgets have also, on the whole, remained 
unrealised to a great extent, the degree of negative variance in the case of the 
capital budgets being as high as 86 per cent. over the years. 


Reasons for Law Operational Performance. 


Reasons for this low operational performance are many. First of all, 
fluctuations in the strength of direct workers were due to a lack of man- 
power planning. There were no reserves of workers, who could be trained 
as apprentices. Besides, the workers were not actively prevented from depart- 
ing through sound labour relations. 
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Continuous decline in the utilisation of working time was due to inadequate 
provision of housing and medical facilities in the wilderness where the 
factory is located, and inadequate stocking of raw materials. 


Labour productivity in the enterprise could improve over time, instead 
of fluctuating and going down in general, had there been introduced an 
incentive scheme from the very start of production. An incentive scheme 
was brought into force in 1962. It seems that, among other things it did 
make a difference, and since then the productivity has been rising conti- 
nuously. 


The decline in the utilisation of practical capacity in the enterprise has 
been attributed to the persistent shoriage of raw materials. It could also 
be due to lack of labour, supervision, power, consumable stores, and repairs 
and maintenance. 


There were a number of reasons for high negative variances between 
the budgets and actuals. First of all, in an unbusinesslike manner, inflated 
targets were set. However, how far this should be done in a business enter- 
prise is not very much a matter of controversy. Budgeting is an internal 
control mechanism of an enterprise and it does not possess much publicity 
value, especially when the realisation is generally low, and at that very much 
so. The continuously low fulfilment of the budgeted targets is liable to 
bring a sense of frustration amongst the employees as well as the manage- 
ment, and this leads to utter demoralisation in an enterprise. Therefore, 
setting up of targets, which will be realised, is very important. This does 
not mean that, instead of very high, very low targets should be set. Targets 
should be set after due deliberation about the availability of materials, 
machines, and men possessing a given level of productivity. Once the targets 
have been set it is very important that they are realised, and if possible, 
over-realised. 


Secondly, the civil works of the enterprise were executed generally by a 
government department. The department is reputed to move slowly. This 
was one of the factors which made for the low realisation of the capital 
budgets. 


Lastly, there was a lack of requisite drive amongst the management, and 
this is the hub of the matter. This was not due to any inherent element of 
inefficiency amongst the managerial staff. Personally its members looked to 
be quite dynamic. But, they, in spite of their enterprise having a limited 
liability status, were so hemmed in by all sorts of restrictions by public 
authorities that they seemed to be resigned to the situation. They were 
resigned because most of them, as deputed civil servants, were prudent 
enough to carry out the orders from above. 


The possibilities of increasing the production, and decreasing the costs, 
in this enterprise are enormous. The production processes are, more or 
less, automatic. The machine—and material—estimates are available. These 
possibilities cannot be exploited because, by and large, the enterprise has 
to purchase its raw material requirements and a number of items of store, 
through a government department. The department takes “its own time” 
in procuring the supplies for the enterprise. The same department buys its 
products on behalf of another government department, instead of allowing 
the enterprise to sell directly. This indirect arrangement usually results ın 
long withholding of the payments for the sales done by the enterprise. Natur- 
ally, because of this, it has to be under a continuous financial strain. This 
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is persisting despite the fact that the Estimates Committee of Loksabha 
(lower house of parliament) in its 13th report had recommended that “strict 
business principles of sales and purchase should be observed, between a 
government department and a state undertaking. All payments should be 
made promptly and in cash.” 


Conclusion. 


In concluding we may say that management in an industrial enterprise 
is different from the bureaucracy in public administration, which, by and 
large, has been the bane of the enterprise in question. The former is reared 
in an atmosphere of economic calculation, while the latter, up till recently, 
has been taught to give precedence to “public good”. Due to this it may 
not be conversant with all sorts of intricate tools which are necessary to 
increase production from year to year. It may not know how to deal with 
the industrial labour, which generally enjoys more freedom of association and 
liberty to go on strike than the civil servants, who are meant to keep law 
and order. In such a situation, turnover of labour, underutilisation of working 
time, and in the absence of an adequate incentive system, a fall in labour 
productivity, are quite understandable. Moreover, bureaucracy in public 
administration is not used to doing that sort of advanced planning which is 
necessary to mobilise factors of production in order to meet a level of demand 
at some future date. It is used to the budgets which are rather strictly given 
to it, while management in an industrial enterprise has a great latitude in 
interpreting the budgets, prepared in full collaboration with the different 
departments of the enterprise. 


In an underdeveloped country like India public administration so far has 
been concerned mainly with police and defence activities. However, since 
the inception of economic planning it is beginning to grapple more and more 
with the managerial problems of business enterprises. But it has been noticed 
that “the outlook and behaviour of public administration are distinctive from 
those of public enterprises. Unless the distinction is constantly kept in mind, 
the staffing and organisational arrangements of public enterprises get unduly 
intermixed with, if not eclipsed by, those of public administration. The 
conceptual overlap between these two branches has been particularly serious 
in India... Above all, the need is to reform public administration so as to 
create an ideal institutional background for the fairly new experiments in 
the field of public enterprise.” 1 


NP DUGGAL, 
University of Glasgow. 


1 V.V. RAMANADHAM, The Structure of Public Enterprise in India, London, 1961, 
p. 263. 
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REPORT ON PUBLIC AND CO-OPERATIVE ECONOMY IN AUSTRIA. 


According to the latest figures, the public and co-operative sectors in 
Austria employ 30 per cent. of the employee labour force, produce 30 per cent. 
of the gross national product, effect 45 per cent. of gross investment and own 
71 per cent. of all company share capital. The value of the net assets of 
all undertakings controlled by the federal Government amounts to approxim- 
ately 66,000 million schillings. There are in addition over 150 undertakings 
owned by the provincial authorities, 69 owned by the municipal authorities 
of Vienna and over 870 owned by municipal authorities in communes with 
over 5,000 inhabitants. The book value of the net assets of all undertakings 
controlled by public authorities can therefore be reckoned at over 100,000 
million schillings. 


Nationalised industry in Austria, which includes 25 large-scale under- 
takings employing some 130,000 persons, has during the last ten years 
achieved an over-all average increase in production of 50 per cent. (in the 
rolled products section of the iron and steel industry the increase was as 
high as 137 per cent.). During the same period it increased its exports 
sixfold. Particular mention should be made of the achievements of the United 
Austrian Iron and Steel Company, which in just 20 years has won for itself 
worldwide prestige—particularly as a result of the development of the LD 
process— which it took other firms with a worldwide reputation, such as 
Krupps, as much as 70 years to win. The Ranshofen-Berndorf metal works has 
increased its production of aluminium to a level which makes it the fifth largest 
producer of aluminium in Europe. Striking success has also been achieved by 
the Austrian Carbon Dioxide Factory, the Mineral Oils Administration and the 
nationalised electric power industry. 


This year more money is available to the Austrian Federal Railways 
and the Austrian postal and telegraph services for investment than in 
previous years. The latter, which is able to earn substantial surpluses now 
that the national telephone network is completely automatic, will invest 1,113 
million schillings this year. 


. The development of Austrian Airlines is particularly satisfying; it has 


opened new lines, is buying additional aircraft and has almost eliminated 
its operating losses. 


Electricity power generation by publicly owned undertakings increased 
by 11.4 per cent. to 1,758 million kilowatt hours. This achievement was the 
result of unremitting effort by the federal and provincial undertakings, which, 
notwithstanding the difficulties they have had to face this year as in previous 
years, have succeeded in building up their generation and distribution plant 
and in bringing new power stations into service. Particular mention should 
be made of the completion of the run-of-the-river generating station at 
Aschach, on the Danube, the beginning of work on another one at Wallsee 
(also on the Danube), and the completion of stations in Passau (a joint 
Bavarian-Austrian venture) at St. Pantaleon in the Enns mountains, the 
Gerlos station in Tauern and the storage dam and underground power 
station at Kops, on the river Ill, in Vorarlberg. 
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Municipal authorities have extended the field of their economic activities 
by providing domestic heating from central plant, garbage incineration plant 
and prefabricated housing. The development of modern raw materials such 
as natural and liquid gas, light benzene, etc., has meant that during the last 
few years a number of individual gasworks have gone over to new types of 
production. Eighty per cent. of Vienna’s gas supply now consists of natural 
gas, while the city of Innsbruck is using plant for cracking light benzene fuels. 


One particularly striking achievement has been the Vienna express line, 
which was built and is operated jointly by the Austrian Federal Railways 
and the Vienna municipal transport company. 


The membership of the consumer co-operative movement now extends 
to 427,459 households. There are over 1,600 retail stores, more than 250 of 
which are organised on self-service lines. The retail markets opened this 
year—the hundredth year of existence of the consumer co-operative movement 
in Vienna—have affiliated to the 35 wholesale organisations. 


Karl PROBSTING, 


Administrative Director of the Austrian 
National Section of ICRICE, 


ELECTRICITY COSTS AND PRICES 


An Analysis of Two Recent American Publications 


In any undertaking a careful analysis of costs is essential for the establish- 
ment of a satisfactory pricing policy. This is particularly so in the field of 
electricity, in which all calculations must take into account the particular 
conditions under which the industry operates, and above all the fact that it 
must be able, at any time of the day or night and at any season in the year, 
to meet a constantly varying demand for a product which does not lend 
itself to storage. For this reason two recent books on costs in private 
electricity generating undertakings in the United States1 deserve careful 
study, particularly in view of the orientation given to the research of which 
they represent the conclusion and of the personalities of their authors. 


1 William IuLo: Electrie Utilities-Costs and Performance. A Study of Inter-Utility 
Differences in the Unit Electric Costs of Privately Owned Electric Utilities (Washington, 
Washington State University Press, 1961), 181 pp. The book contains an appendix 
giving a list of the undertakings studied; in addition, the Washington State University 
has published a limited edition of a statistical supplement containing all the statistical 
data used by the author. 

Constantine W. Bary: Operational Economics of Electric Utilities (New York and 
London, Columbia University Press, 1963), xiv+221 pages. The book contains a glossary 
and an appendix with tables of numerical values for use in the calculation of certain 
elements of cost (depreciation, interest on capital, etc.) and for the calculation of 
present-day values. 
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Analysis of Differences in Unit Costs. 


In the first of these two books Mr. Iulo, who is an economist attached to 
the Bureau of Economic and Commercial Research at Washington State 
University, attempts to determine and classify the principal factors governing 
differences in unit costs in electricity generating undertakings in the United 
States other than undertakings producing for their own consumption, 


The book covers some 160 undertakings which generate over 85 per cent. 
of all electricity sold in the United States; the period covered is the period 
1952 to 1957. The unit cost, given per 1,000 kilowatt-hours (kWh), has 
been determined by taking into account all charges incurred by each under- 
taking in the actual provision of its services (thus dividends to shareholders 
are not taken into account). 


The author begins by selecting a certain number of factors which seem 
a priori to have an influence on unit costs. He divides these elements into 
three categories: historical costs (i.e. those the amount of which is the end- 
result of a process which has been continuing over a number of years—for 
example, the size of the production unit); operating costs (which are for 
practical purposes outside the control of management and include such items 
as wage levels) and market costs (that is to say, elements determined by the 
nature of the market which each undertaking supplies; here such items as 
the distance between the point of generation and the point of consumption 
have to be taken into account). One or more methods of measurement was 
selected for each of the 17 elements studied; for instance, the author decided 
to measure the level of technical development in terms of the number of pounds 
of coal required to produce one kWh of electricity. 


The next stage was to determine the relative importance of these different 
elements as variables explanatory of differences in unit costs among the 
undertakings studied. For this purpose the technique of multiple regression 
analysis was applied to the 1954 figures. All elements the influence of which 
seemed too small to permit rejection of the hypothesis of chance were 
discarded. Eventually the author was left with seven determinant elements; 
one historical element (the size of the individual thermal production unit): 
three elements—the degree of utilisation of capacity, the cost of fuel in 
thermal stations and the cost of motive power in hydro-stations—and three 
market elements—the relative importance of the different categories of 
consumers in the market, consumption per domestic user and consumption 
per commercial or industrial user. These factors between them account for 
some 80 per cent. of differences in costs from one undertaking to another. 
These seven elements were then classified in order of importance. 


Lastly, the same factors were used for an analysis of unit costs during the 
period 1952-57. In this way two aims were achieved. Firstly, the author 
establishes that, over the whole of the period studied, the explanatory value 
of the variables used was roughly equivalent to that of 1954, as the seven 
factors taken together accounted for from 76 to 82 per cent. of cost variations. 
In addition, a systematic comparison is made between costs estimated on 
the basis of the seven determinant elements and actual costs in the under- 
takings studied. The difference revealed are then used for the measurement 
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of the economic efficiency of the undertakings concerned; the 32 undertakings 
whose actual costs were substantially below estimated costs were classified 
as “efficient”, while the 30 whose costs were higher than the estimated costs 
were classified as “inefficient”. In other words, as the variables used related 
in principle to factors over which the managements of undertakings had no 
control, the negative or positive differences offered a measurement in 
mathematical terms of the relative ability of managements to adapt themselves 
to and overcome the limitations imposed on them from outside. 


This careful and lucid analysis calls for some explanations. First of 
all, it must be remembered that the aim of the study is not to determine the 
influence of the different facotrs selected on total costs in each undertaking, 
but to determine their influence on differences between unit costs in each 
undertaking. Thus an element which the author ignores as being non-deter- 
minant may well be a substantial element in the over-all costs of electricity 
undertakings; but such elements are not taken into account if they are of 
substantially equal importance and have during the period under consideration 
varied to a similar extent in all the undertakings concerned during the period 
studied. This certainly explains why, for instance, interest on capital borrowed 
is not considered a determinant factor. 


The extent of the influence of the different elements also requires explan- 
ation. As the author points out himself, he has not succeeded in obtaining 
satisfactory criteria for the measurement of all the variables studied, with 
the result that an element he considers non-determinant might well prove 
to be an important element in cost variations if it could be measured more 
accurately. Thus it is somewhat surprising to observe that wages, which 
are an important cost element in the undertakings studied and which vary 
considerably from undertaking to undertaking, are not considered as a deter- 
minant element, probably because the. author, frequently having been unable 
to gather data relating to the area served by a particular undertaking, has 
had to use instead average hourly earnings in the state in which that under- 
taking is situated. 


Lastly, the conclusions relating to the efficiency of the undertakings studied 
must also be interpreted with the utmost caution. In theory all the elements 
studied ‘are outside the control of the managements of the individual under- 
takings; .in practice, however, a number of elements do not meet this 
condition. The age of plant, for instance, depends on management’s replace- 
ment decisions; likewise, the type of plant used is also the outcome of a 
management decision. In fact, it is highly doubtful whether Iulo’s method 
of assessing economic efficiency gives more satisfactory results than detailed 
studies of individual undertakings, 


A General Theory of Costs and Tariffs. 


- CW. Bary, who is the Director of Economic and Cost and Tariff Research 
in the Philadelphia Electric Company, has attempted in his book to weld into 
a general theory the principles and methods he has used during his long career 
to determine costs and establish tariffs in electricity undertakings. The first 
part of the book deals with costs and the second with tariffs. 
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The author begins by establishing a general equation which all electricity 
undertakings can use to establish the total cost of the services they provide 
(the “cost-to-serve”). It consists of four parameters, the values. of which 
are to be calculated for each category of consumers served. They are: (a) the 
customer (costs incurred as a result of the existence of the customers within 
the system); (6) customer demand (the costs to which the maximum demand 
of each individual consumer gives rise); (c) the class peak or diversified 
demand (the costs to which the peak load for a particular class or the maxi- 
mum diversified demand of a particular consumer give rise), and (d) energy 
(the costs to which the energy requirements of the consumer give rise). As 
each of the last three parameters can be broken down into a product of unit 
cost by consumer demand, the analysis of cost-to-serve will involve three 
stages—the determination of unit costs, the determination of the load structure 
of the service and the combination of the two. The author completes his 
analysis by constructing “models” for each element. 


The cost model contains nine constituent elements—production, bulk trans- 
mission, distribution, metering and control, special purpose systems, work on 
consumers’ premises, customers’ billing, sales promotion and general admi- 
nistration; the relative importance of each element in the total cost is illustrated 
by means of figures obtained from an undertaking in the north-western United 
States. After analysing the different factors which determine the correlation 
between figures of electricity) consumption by different individual consumers 
or groups of consumers, the author establishes his model of load structure, 
dealing separately with different categories of service, namely residential, 
secondary voltage, primary voltage, high tension, traction, street lighting, sales 
to other electric utilities and inter-departmental consumption. He then attempts 
empirically to determine the factors which determine load trends for the 
individual elements in each category. He then returns to the problem of 
costs, combining the first two models to establish “standard costs” and to 
determine the importance of the parameters mentioned above as a function 
of the load structure and for each category of service. 


Turning to tariffs, the author expresses the views that these should reflect 
the value of the service rendered to the consumer, cover the costs of the 
undertaking and at the some time encourage users to adapt their consumption 
in such a way as to permit the achievement of a more satisfactory load 
structure. He then turns to an examination of the services available without 
restriction regarding duration or time. After analysing the different pricing 
systems in use in the United States with a view to determining the extent to 
which they permit adjustment of charges to variations in cost-to-serve, he 
proposes that the basis for calculating charges for domestic consumption—in 
which the relation between maximum consumer demand over a short period 
and diversified demand is not stable—should be peak demand, calculated not 
on the basis of a half-hour period but on the’ basis of a period: of four 
consecutive hours. As for off-peak services, he recommends that the periods 
during which they are made available should be determined on the basis of 
peak periods for the different categories of consumers rather than on the 
basis of over-all peaks; in addition, he considers that tariffs for off-peak 
services should be fixed at levels which not only cover the additional costs 
involved but also include a certain margin over the average cost-to-serve. 


The book finishes with a number of observations on the economic conse- 
quences of foreseeable progress in the fields of production, transmission and 
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distribution and briefly describes the techniques by which the economic 
repercussions of possible patterns of investment can be calculated. 


Thus Bary, by linking the notion of cost with that of charges, goes a 
step further forward on the road indicated in Iulo’s book. Unfortunately, 
his arguments are open to criticism. Two of its main weaknesses deserve 
special mention here. The first, and the less serious of the two, relates to 
his approach. His reasoning is frequently obscure and extremely loose ; it is 
difficult to see how the different steps in the analysis—which, moreover, is 
sometimes boringly repetitious—link up with one another. This weakness is 
all the more regrettable as the expressed intention of the author is to lay 
down a general theory (which rather implies the presentation of an organised 
pattern of argument). There may have been some difficulty in meeting this 
requirement at the outset; but if this were the case the author should possibly 
have written an additional chapter offering a synthesis of the results of the 
sectoral analyses. 


The second weakness is inherent in the approach adopted by the author, 
namely the construction of a theory on the basis of what—in the absence of 
evidence to the contrary—is in fact an extremely small body of data the 
accuracy of which we cannot verify. 


Bary takes as his starting point an equation the terms of which were 
suggested to him by his “judgment, experience or intuition” (p. 13). Iulo 
himself adopted a similar approach; but the aim of his book was precisely the 
verification by statistical analysis of the validity of his “intuitions”. Hardly 
any sign of any such concern is to be found in Bary’s book. The furthest 
he goes in this direction is to “illustrate” from time to time a specific point 
in his theory by figures relating always to the same undertaking, which is 
not even identified. For the rest he merely states that the truth of what he 
says is borne out by his long experience. One may take his affirmations on 
trust in the light of his experience, which is certainly substantial. However, 
this experience by itself seems insufficient, from the purely scientific point of 
view, to validate these affirmations, which without statistical or other evidence 
in support, must of necessity remain entirely gratuitous. 


Daniel DE BRULLE, 
Research Worker at ICRICE. 


STATISTICS ON ELECTRIC POWER IN THE WORLD AND IN AUSTRIA 


The tables which follow have been prepared by Mr. Franz Hinter- 
mayer, General Manager of the Oesterreichische Elektrizitätswirtschafts-AG in 
Vienna. They constitute a useful statistical complement to the paper pre- 
sented by Mr. Hintermayer to the Seventh International Congress on Collective 
Economy (Berlin, May 1965), which was published in the last issue of the 
Annals as part of the Congress record. 
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INFORMATION AND COMPETITION 


REFLECTIONS ON A WORK OF FR.-ST. BEHRENS. ! 


In this book competition is presented as the sum of the decisions freely 
arrived at by industrialists in the market. To make the right decisions, 
industrialists need to be informed as to the attitude of their competitors. In- 
formation, then, is defined as the entire picture composed of the data showing 
the real state, at any given moment, of the market for a product. 


The author recommends that information should form the subject ot 
contracts; competing enterprises agree to provide each other with the maximum 
data on the product in question (price- and credit-conditions, orders, costs, 
progress of stocks, etc.). 


What is the object of information and in particular of information 
contracts? Here Mr. Behrens parts company with J.A. Eddy, the American 
jurist and father of information contracts and of the open price system. Eddy 
hoped to introduce into practice one of the conditions of perfect competition, 
the transparent market, with the help of information from the two parties, 
buyers and sellers. Here are the points the author makes: 


J. In the model of perfect competition, demand suffers no disadvantage 
if perfect transparency exists only on the side of supply. 


In practice, suppliers and customers are on different planes; they do not 
compete with each other. The transparency of supply is distinct from the 
transparency of demand. Therefore the two parties do not require the same 
information. (This point is taken over from Hayek.) 


2. In practice, complete two-way transparency is not desirable; it gives 
rise to instability, and is not at all favourable to competition. If all the 
buyers were informed that a producer is selling at a lower price than his 
competitors, they would apply exclusively to this producer and his production 
would be unable to satisfy all of them. On the other hand, if this same 
producer informs his rivals of the advantage he enjoys, he is encouraging the 
whole of the supply to follow suit. 


3. Unilateral transparency in certain markets is not an inherent feature 
of practical competition; it is, on the contrary, the result of practices restrict- 
ing competition, (cartels, fixed prices, etc.). 


4, Information does not bring about market-transparency. Transparency 
presupposes knowledge ex ante; information provides knowledge ex post, and 
merely permits analysis of the market. Information does not ensure trans- 
parency unless it can constitute an obligation for the persons informed (for 
example, the obligation to adopt a price fixed by a cartel). Pure information 
does not curb competition. 


1 Friedrich St. BEHRENS, Marktinformation und Wettbewerb, Wirtschaftliche und 
rechtliche Grundlegung des Open Price System (Market Information and Competition. 
The Economic and Legal Basis of the Open Price System) Cologne, Berlin, Bonn, Munich, 
Carl Heymanns Verlag, 1963, 237 pp. 
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Information aims at enabling producers to adapt themselves constantly to 
market fluctuations. In this way a steady improvement is ensured. 


Mr. Behrens then tackles the legal problem presented by information 
contracts in the Federal Republic of Germany, resulting from the law recently 
passed against restrictions on competition (Gesetz gegen Wettbewerbsbeschrank- 
ungen). He refutes certain writers who, taking their stand on American law, 
have declared these contracts to be incompatible with German law. 


The central section of the work is an extended plea in favour of information 
contracts. The legislator wished to preserve the liberty of individual decision 
within the framework of the economy. This imposes on the type of contract 
in question certain conditions both of form and content, which the author 
endeavours to define. 

The following chapter recalls the features of the open price system whose 
origin was the model of the New Competition expounded by Eddy in 1912. 
This system is essentially based on the moral expectation of loyalty or fair 
dealing between partners. Analysis discloses that the information contracts 
practised in Germany bear no resemblance to the open price system in 
America. 

This is how the author imagines the practical functioning of the system 
he favours. The task of collecting information devolves upon a library 
service which in its turn transmits the information in its original entirety to 
any contracting party who has expressed the wish to be informed. The 
information may in no case constitute a recommendation, nor lead to an 
agreement between the participants, on pain of a provisional suspension of 
the contract. 

In a final section, Mr. Behrens shows -that the German authorities in 
charge of cartels also appear favourably disposed to information contracts in 
the sense he has defined. 


A few questions present themselves: 


1. Does the proposed system lend itself to wider use? Information 
contracts intensify competition. Will industrialists consent to submit to 
increased competition? Are they not, in fact, attempting to avoid it by securing 
monopolistic privileges? 

It is true that the author confines himself to advocating an increase in the 
number of information contracts. 


2. This system, intended to encourage competition, in fact presupposes 
the existence of a certain amount of competition between a certain number 
of industrialists of more or less equivalent size and strength. These condi- 
tions being assumed, will the information contract necessarily result in 
improved loans? The possibility of an income for the favoured industrialist 
cannot, it seems to us, be excluded—-at the expense of course, of the demander 
and even more so of the ultimate consumer. 


if, for instance, information discloses that industrialist A is selling his 
products more cheaply than his rivals, will they automatically toe the line? 
They know that in any case A will not be able to satisfy the whole of the 
demand, which, in the model, is not assumed to be all equally informed. 
Will the competitors be able to adapt themselves (irreducibility of costs)? May 
one not foresee a situation in which A reviews his position and raises his 
price, concluding that his profits are too small? 
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3. To what extent does the increasing cost of the agreed advantages risk 
the progressive elimination of those competitors who are unable to adapt 
themselves, leaving only a small number in the running, or indeed only a single 
powerful enterprise? 


The system seems viable only if the competitors observe certain moral 
standards, a requirement which constitutes both the nobility and the weakness 
of this model system. 


Arlette SCHMATZ, 
Assistant at the University of Liége. 


THE INTERNATIONAL CO-OPERATIVE ALLIANCE AND THE INTERNATIONAL 
CONGRESS ON PUBLIC AND CO-OPERATIVE ECONOMY 


The report of the Executive to the Central Committee of the International 
Co-operative Alliance, held in Helsinki on 18-20 September 1965, contains the 
following passage: 


“The Director represented the I.C.A. at the VIlth International Congress 
of the International Centre for Research and Information on Public and Co- 
operative Economy, held in Berlin in May 1965. 


“The paper of Mr. Lars Eronn on ‘Practical Experiences of Swedish Co- 
operation’ and a quite outstanding paper by Mr. Ch.-H. Barbier entitled ‘Co- 
operative Enterprise in a Growing Economy’ were particularly well received, 
not only by the large number of co-operators present, but also by repre- 
sentatives of other sections of the public economy.” 


THE MERLOT-LECLERCQ PRIZE AWARDED TO EDMOND LANGER 


The Merlot-Leclercq Prize, of a value of 75,000 Belgian francs, was 
awarded for the first time on 22 September 1965. It was awarded to Mr. 
Edmond Langer (a member of the ICRICE staff and a research worker at 
Liège University) for his book Les Nationalisations en Autriche.* The Centre 
offers Mr. Langer its warmest congratulations. 


This prize was instituted by the Public Officials’ Friendly Society (SMAP) 
in commemoration of two of its most illustrious former members, namely: 
Joseph MERLOT (formerly a minister in the central Government) and Joseph 
LECLERCQ (formerly Governor of the province of Liége). In spite of their 
many and time-consuming duties, they were tireless in giving aid and counsel 


* The Hague, Martinus Nijhoff, 1964. The concluding chapter of this book was 
published in Annals, Apr.-Sep. 1964, pp. 115-163. 
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to a large number of intermunicipal companies; in addition, they were ardent 
supporters of ICRICE and helped to found its Belgian national section. 


The Merlot-Leclercq Prize is financed by a number of intermunicipal 
companies in the Liége area; from 1966 onwards the provincial government of 
Liége will also contribute. It is to be awarded every two years and is designed 
to encourage post-graduate students to undertake research on various aspects 
of the public sector of the economy. Candidates must submit an original 
dissertation on one or more aspects of a public undertaking or a group of 
public undertakings. 


The Board of Examiners is to consist of not less than five persons selected 
by the executive committee of the Belgian national section of ICRICE. Its 
membership includes the Director of the Centre, two persons holding teaching 
posts at Liége University and not less than two representatives of the institu- 
tions which contributed to the establishment of the prize fund. 


BIBLIOGRAPHY 


L BOOK REVIEWS 


1. Economic Problems and General Policies 


Jean MARCHAL, Professor at the Faculty of Law and Economic Sciences 
of Paris, Monnaie et crédit — Le système monétaire et bancaire 
français (Money and Credit—Monetary and Banking System in 
France), followed by a survey of Les systèmes monétaires et ban- 
caires en Grande-Bretagne et aux Etats-Unis (The Monetary and 
Banking Systems in Great Britain and the U.S.A.), by Huguette 
DURAND, Assistant Lecturer at the Faculty of Law and Economic 
Sciences of Paris. Paris, Editions Cujas, 1964, 476 pp. 


This book by Professor J. Marchal is the first volume of a series devoted 
to money and credit. The second volume in the series will be devoted to 
an examination of “money and credit within the framework of general 
economic theory”. While reserving for the second volume the theoretical 
study of monetary problems, the author has elected to start by relating his 
analysis of money and credit to a particular economy, in this case, the French 
economy. First and foremost, therefore, we are given a description of the 
monetary and banking system in France. Professor Marchal has taken pains, 
however, to indicate precisely the place which the economic factors which he 
is analysing take within the general economic framework. The study by 
Professor Marchal is admirably supplemented as regards money and banking 
systems which are somewhat different, as, for instance, those in England 
and America, by the survey of “the monetary and banking systems in Great 
Britain and the U.S.A.” by Huguette Durand, Assistant Lecturer at the 
Faculty of Law and Economic Sciences of Paris. 


The work is of course planned to include a study of the various credit 
instruments and types of money, followed by a survey of every kind of financ- 
ing agency which makes use of these credit instruments and creates the various 
types of money; finally an analysis of the market of loans to the economies, 
both very short term and long term on which these financial agencies operate, 
making use of the various credit instruments and types of money. This plan 
is reproduced just as it is in the “survey” of Huguette Durand in such a wav 
as to make the comparison between the different systems studied very much 
easier. 


This work contains a great deal more than the simple description of insti- 
tutions and facts, and is packed with original opinions and suggestions. 


Nevertheless, it is a pity that in the passage concerning the creation of 
money in account (pp. 106-113), the author defines and employs a concept in 
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what appears to use an unusual way. For instance, when Professor Marchal 
wishes to take into account in the formula of the “multiplicator of credit” of the 
fact that bank credits permissible by an initial increase of bank deposits may 
give rise to some extent to a flight of notes in circulation, he defines the 
“percentage of the flight of notes into circulation” as the relation between 
“the excess of notes in circulation” due to these new bank credits and the 
initial deposit. To us it would seem, on the contrary, more satisfactory to 
define this percentage as the relation between “the excess of notes in circul- 
ation” due to the new bank credits and the total amount of these credits. 
Actually, by the very fact of granting new credits, the banks put at the 
disposal of the public an equivalent amount of new means of payment partly 
in notes and partly in the form of supplementary bank deposits. In other 
words, it is this same amount of new bank credits which the public should 
choose to divide between these two types of money. For this reason it is 
more logical to calculate the percentage of the flight of notes into circulation 
resulting from the supplementary bank credits as a fraction of the initial 
deposit which permitted the bank to increase its credits. 

In choosing this latter method of defining the “percentage of flight”, 


Professor Marchal obtains for the “multiplicator of credit” a formula different 
from that in general use. 

In conclusion, we would say' that this work will serve equally well as a 
specially valuable tool for speciaists, a manual for university students and 
for people training for a career in banking. In addition, given the author’s 
gift for exposition, the book is such as to interest any educated reader desirous 
of understanding the functioning of the monetary systems in some of the 
great countries where the financial institutions have reached the most 
advanced stage of development. 

Albert MINGUET, 


Qualified Researcher of the National 
Fund for Scientific Research. 


Jean WEILLER, Professor at the Faculty of Law and Economic Science 
of Paris, L’économie internationale depuis 1950. Du Plan Marshall 
aux grandes conférences commerciales entre pays inégalement déve- 
loppés (Matériaux pour une théorie généralisée des politiques de 
coopération économique) (The International Economy since 1950. 
From the Marshall Plan to the Major Trade Conferences between 
Developed and Less-Developed Countries. A Factual Basis for a 
General Theory of Economic Co-operation Policies), Paris, Presses 
Universitaires de France, 1965, 251 pp. 


The main thesis of this book is that, as a result of considerations of 
domestic and foreign economic policy, the interplay of economic forces no 
longer has the automatic and “semi-automatic” effects described by economists 
of the classical school. 


The first part of the book is a study of the re-establishment of inter- 
national trade after the war. The author describes all the different types 
of intervention of a political character and their effects on existing patterns 
of trade. During the period of economic recovery in Europe, which cul- 
minated in 1959 in the signing of the Rome Treaty and the restoration 
of the convertibility of the principal European currency units, was marked 
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by three main influences—Marshall Aid; techniques of control; and “standard 
instruments of intervention” regulating bank credit, taxation and public 
expenditure. Monetary policies were by themselves insufficient to ensure 
Europe’s recovery. As the disequilibrium was essentially. non-monetary’ in 
character it was necessary also to resort to non-monetary measures and inter- 
national aid in order to modify existing trade patterns. 


Two main tendencies were apparent during this period, exemplified 
respectively by Great Britain and the United States. Great Britain was 
following a policy of austerity in order to reduce her foreign trade deficit. 
This approach contrasts with that adopted in international aid, according to 
which a substantial foreign trade deficit is acceptable and fully justified when 
drastic action is needed to give a new incentive to international trade. The 
United States Government, on the other hand, was applying a monetary policy 
of a neo-liberal character while at the same time directly influencing trade 
patterns and setting in motion long-term capital flows. The attitude of the 
Western European countries is similar to that of the United States, and they 
are gradually replacing direct controls by more flexible monetary, fiscal and 
budgetary policies. Western Germany’s remarkable recovery is due not 
only to the return to a strictly orthodox monetary policy in June 1948 but 
also to a considerable extent to the beneficial effects of the policy of the 
Allied authorities, which comprised a substantial element of official control 
and planning. In France the decision to attempt to influence existing patterns 
by indicative planning was taken as early as 1946. 


The second part is a study of over-all structure—experiments in inter- 
national co-operation and integration. The methods adopted so far can be 
divided into two mains types, firstly, integration within a relatively limited 
compass (the European Economic Community) and secondly the looser method 
of co-operation between two or more countries (the O.E.E.C.). The latter 
method lends itself more easily to world-wide application. The OECD, 
which superseded the O.E.E.C. in 1961, has a world-wide vocation in that one 
of its aims is to promote co-operation with the less developed countries. 
The author argues that intergovernmental co-operation derives “from prin- 
ciples similar to those which form the basis of producers’ and consumers’ 
co-operative movements; for the latter invariably are forced by circumstances 
to join together on a basis of equality to protect their own interests” (page 91). 


Charles Gide was the first (in 1919) to appeal for some form of inter- 
governmental co-operation to overcome the problems of the international 
economy in order that the latter might one day develop into an “economy of 
mankind”. 


The third section deals with prospects for the world during the 1960s. 
The author explains how the network of reciprocal concessions is becoming 
increasingly multilateral and briefly examines the role of intergovernmental 
negotiations in the consolidation of the international monetary system. The 
latter, however, is not without flaws. “The most dangerous thing about an 
exchange standard—or a currency standard—is the inherent risk of collapse.... 
Consequently the main source of concern was the United States balance of 
payments. On the other hand, if this balance had not been in over-all deficit 
other countries would not have been able to obtain the dollars they needed 
for their own monetary reserves, and a reduction in the amount of that deficit 
might block up a source of international liquidity the increasing need for 
which has been recognised” (page 152). 


554 BIBLIOGRAPHY 





The author then turns to an examination of the two “industrial systems” 
in existence today and the prerequisites for an increase in the volume of trade 
between countries with “private” and “state” trading systems. Although the 
clash ef ideologies may continue, the desire to achieve peaceful co-existence 
will lead to the development of patterns of trade more in conformity with the 
principles of a rational division of labour; and “it may well be that the proof 
of success or failure will be found in outside markets” (page 175). 


The fourth part deals with the problems of co-operation between unequally 
developed countries. 


The developing countries must systematically endeavour to diversify 
domestic activities and to make sure that their export trade does not become 
too specialised. The author proposes the following methods of using exports 
aS a means of overcoming problems of growth: | 


1. “to secure freedom of entry without recipocity into all the industrialised 
countries of a certain number of products from all developing countries” 


(page 199); 


2. to promote “regional unions of underdeveloped countries” with a view to 
“securing co-ordination of new investment and thereby increasing the 
chances of success of programmes and plans” (page 200). 


Weiller shows to what extent planning is necessary to achieve not only 
balanced growth, in which the different sectors and branches of activity 
expand together in equilibrium, but also of “asymmetrical” growth of the 
liberal type, in which entrepreneurs are most active in the sectors offering 
prospects of most profit. 


In his conclusion the author reminds us of the importance of concrete 
demonstrations of the spirit of co-operation. “The spirit of co-operation 
enshrines within itself the fundamental human values we are all trying to 
safeguard” (page 224). 


C. MARCHAND. 


Jan TINBERGEN, Central Planning, New Haven and London, Yale Uni- 
versity Press, 1964, 150 pp. 


Professor Tinbergen’s book is devoted to general problems encountered 
in planning economic activities by the State in countries where parliamentary 
democracy is the rule. Only incidentally does it deal with such problems in 
countries where economic as well as political power is the prerogative of the 
State alone. 


The auhor approaches the problem of planning from the viewpoint of an 
institution (Central Planning Bureau) which is technically entrusted with draft- 
ing the plans; the responsibility resting with the political authority. He 
regards this institution as an undertaking of the third sector whose product 
is the plan (short, medium or long term); that is to say, a coherent sum of 
quantitative data which represents for a given period a forecast of the 
economic growth most to be desired. 
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In practice, therefore, the task of a Planning Bureau should be: 


1. to forecast the economic evolution of the country, on the hypothesis that 
economic policy will remain unaltered; 


2. to compare the objectives and the results of the forecast; 


3. to evaluate the economic policy and suggest such modifications as may 
be necessary to achieve the desired results. 


These tasks derive logically from the actions of the political authority in 
so far as it understands how to plan its economy. After all, what really 
constitutes a planned economy? Fundamentally, it is an economy in which 
the decisions are made, not on the basis of the most recent data concerning 
a given economic situation, but on an estimate of how that situation will 
develop. Again, it is an economy in which decisions, from being made from 
one day to the next, are replaced by a clear statement of the aims implicit 
in government policy and in which co-ordinated action of all those responsible 
for the management of public affairs takes the place of isolated action on the 
part of a minister. 


What influence can planning have on economic activty? The answer will 
vary according to the “structure” of the countries practising planning. In 
formulating any such answer, reference must be made to the characteristics 
of some particular planned economy (need for precision, definition of ob- 
jectives and co-ordination of action). The degree of influence, and hence the 
value of planning, will depend on the extent to which the economy in question 
is organised to approximate most nearly to the characteristics outlined above. 


The typical example is that of a country in course of development as 
opposed to reputedly developed countries. In the first case, it will generally 
be found that in a large sector of the national production, prices and 
quantities produced are unstable—hence the need for precision. In those 
countries also the greatest tension is between reality and objectives envisag- 
ed—hence the need for the objectives to be clearly enunciated. Finally, the 
difficulty of realising the aims calls for co-ordination of all factors in eco- 
nomic policy. The developed countries, however, even though their “structure” 
Situation may be very different, nevertheless experience the need to plan 
their economies, especially in such important spheres as anti-cycle policy, 
education, the redistribution of incomes, etc. 


Such are the general lines of Professor Jan Tinbergen’s book; an extremely 
valuable work, both on account of the synthetic nature of the studies and 
of their clarity. The interest of the book is still further enhanced by the 
inclusion of the results of an inquiry into the organisation of economic planning 
in a number of countries, carried out by the Netherlands Economic Institute. 
There is to be found information concerning the regulations and tasks of 
the Planning Bureaux in various countries, as well as an indication of the 
personnel employed, the method of work, etc. 


In short, an excellent book on one of the great problems of today. 


André PAHAUT. 
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Friedrich JONAS, Staatliche Hilfe bei wirtschaftlichen Struckturdnder- 
ungen, dargestellt am Cotton Industry Act 1959 (State Aid and 
Structural Changes in the Economy; The Cotton Industry Act, 1959), 
Schriftenreihe der Hochschule Speyer, Band 18, Berlin, Duncker & 
Humblot, 1963, 93 pp. 


The cotton industry in Great Britain has been steadily declining since the 
First World War; from the securely dominant position it originally held in 
world markets it has gradually been forced more and more on to the defen- 
sive. This trend soon reached such disquieting proportions that in 1959 the 
Conservative Government decided io intervene to help the cotton industry 
to take the steps necessary to ensure its continued existence. The outcome 
of this decision was the Cotton Industry Act, 1959, the contents, implications 
and effects of which are briefly analysed in this book. 


The author begins with a short description of the technical aspects of the 
processing of cotton fibre. He then examines the structure of the cotton 
industry. He observes a high degree of specialisation and very little inte- 
gration between weaving and spinning or between production and market- 
ing; furthermore, although the size of individual undertakings varies greatly, 
there are very few really large-scale production units. In his view, the 
great differences in the size of the individual undertakings and the individual- 
istic attitudes which have developed as a result of insufficient integration 
preclude the possibility of reorganisation achieved exclusively by either state 
intervention or the efforts of the industry itself; and it was therefore inevitable 
that the Government should seek an intermediate solution. 


_ The author then turns to a discussion of the position of the British cotton 
industry in the world economy. He shows that the decisive factor in the 
weakening of the industry’s position was the development of competition 
from overseas countries; the latter, mainly through the use of cheap labour, 
rapidly: undermined the dominating position of the British cotton industry 
in world markets and even made inroads into Britain’s home markets; in 1959 
Great Britain was actually importing more cotton goods than she was export- 
ing. Consequently, when the British Government had succeeded in securing 
the renewal of the agreements concluded with a number of competing countries 
(within the framework of G.A.T.T.) and restricting imports, it decided to 
take advantage of the respite thus secured to promote a reorganisation of the 
industry. Action of this kind had become all the more urgent as a result 
of a condemnation of the price agreements generally accepted hitherto in the 
industry pronounced by the competent courts of law in 1959. 


Having described the background to the Cotton Industry Act, the author 
outlines its contents. It provided for action in two stages. During the first 
stage existing surplus capacity was to disappear. To achieve this end the 
Cotton Board—which was founded just after the Second World War to facilitate 
the development of the industry and to act as a liaison agent between it and 
the Government—was instructed to draw up a plan for each sector of the 
industry; the Government undertook to bear two-thirds of the costs of the 
withdrawal from service of the surplus machinery. Surplus capacity was 
assessed on the basis of the percentage of full capacity at which the machinery 
was being used at the time; the rate of the compensation paid varied accord- 
ing to whether at the time of scrapping the machinery in question was in 
service or not and to whether it belonged to an employer who undertook to 
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discontinue all his activities in the cotton industry. The implementation of the 
scheme was entrusted to a firm of chartered accountants selected on the 
basis of its competence and neutrality. Where the company concerned 
specialised in finishing operations a liquidator also took part. 


The second stage was designed to assist the industry to make the invest- 
ments which had become necessary as a result of the increasing rate of 
technical progress in the textile industry. The Government undertook, during 
a three-year period, to cover 25 per cent. of the cost of investment in machinery 
and equipment specifically acquired within the framework of plans to increase 
the productivity of the undertakings concerned. 


The compensation payable to employees dismissed as a result of re- 
organisation measures was determined by negotiations between the employers 
and workers concerned in which the Government played no part. It appears 
that these measures did not in fact increase unemployment, as large numbers 
of workers were only too willing to leave the industry owing to its precarious 
state. 


After giving a number of examples of the compensation paid to individual 
undertakings, the amount of investment aid given and the amount of com- 
pensation paid to dismissed employees, the author attempts to assess the 
result of the measures taken. He begins with an evaluation of the part 
played by the Government. The first stage of reorganisation seems to have 
been successful; but the second stage, which was scheduled to be completed 
by July 1964, seems to have been a partial failure—at least, according to 
the information available at the time this book was written. In Jonas’s view 
this is mainly due to the fact that the 25 per cent. subsidy offered did not 
constitute a sufficient incentive to new investment, which in any case required 
the further incentive of a sufficiently high level of potential profits to be 
earned; moreover, investments of this kind actually weakened the industry’s 
competitive position vis-a-vis low-cost producers in Asia in that it increased 
the cost of productive capacity. Furthermore, in the author’s view, the 
industry needs an influx of younger workers and new managers. Speaking 
on a more general plane, Jonas then goes on to point out that the planned 
organisation of the industry—or even its nationalisation—which had been 
suggested by the Labour Opposition, would have been impracticable on 
account of the great diversity of the industry (to which reference has already 
been made); on the contrary, in his view it is extremely difficult for a 
government to take action of the kind taken by the Conservative Govern- 
ment in 1959, which involved the setting of specific limits on its own 
responsibility and in particular making its acceptance of that responsibility 
conditional on the achievement of the specified objectives. 


This book calls forth two comments. The first relates to its timeliness. 
Although the author’s avowed aim is to analyse the results achieved by the 
British Government, he frequently admits that it would be premature to form 
a final judgment. In fact, this book was written before the second stage 
of the reorganisation was completed; one is therefore regretfully led to the 
conclusion that the book itself is premature. 


Secondly, it is to be wondered whether the actual assessment is sufficiently 
thorough. First of all, on the extremely important question of whether a 
government can enter into commitments with qualifications or reservations 
he neither comes to any definite conclusion nor gives any clear idea of his 
own views. Secondly, his dismissal of the Labour proposals as. impracticable 
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_is somewhat superficial. It should not be forgotten that the Reid Com- 
mission, which was established in 1944 to study the British coal-mining 
industry, expressed the view that precisely on account of the great number 
of collieries in existence and the diversity of size of individual collieries it 
was inevitable that their interests should clash, while for the same reasons it 
was impossible to implement successfully a reorganisation programme without 
bringing the entire industry under strong and unified control. The Mac- 
Gowan and Heyworth Commissions came to similar conclusions regarding 
the electricity and gas industries. It is for similar reasons—and also, it 
must be admitted, on ideological grounds—-that the present Labour Govern- 
ment wishes to nationalise the iron and steel industry, which is also facing 
severe foreign competition. I am not suggesting that Labour’s proposals in 
1959 offered the best course of action at that particular time; but it seems 
to me that the importance of the question and the originality of the Con- 
servative Government’s experiment deserved more thorough analysis and a 
less sweeping judgment. 


Daniel DE BRULLE, 
Research Worker at ICRICE. 


Robert CATHERINE & Pierre GOUSSET, L’Etat et fessor industriel. Du 
dirigisme colbertien à l'économie concertée (The State and Indus- 
trial Growth. From State Control of the Colbertian Type to the 
Co-ordinated Economy), Paris, Berger-Levrault, Coll. “L’adminis- 
tration nouvelle”, 1965, 229 pp. 


State intervention in economic affairs is far from being a recent develop- 
ment. Even during the most “liberal” periods of history there has always 
been a certain amount of state intervention which, although surrounded by 
a maximum of discretion, has nevertheless been substantive. In fact, as the 
authors point out, the economy has never been entirely free from state 
direction. And in this book they describe the different forms it has assumed 
in France from ancient times down to the adoption of the Fifth Plan. 


The introductory chapter demonstrates how intervention by the public 
authorities has always been a fact of: existence and outlines the relations 
between the economy and the State today. They then trace the course of 
intervention throughout the history of France, which they divide into six 
periods: the period prior to the end of the fifteenth century, during which 
the first examples of intervention by the Crown—particularly in the field 
of corporative organisation—-were observed; the sixteenth century, which saw 
the first appearance of mercantilism and the establishment of an administration 
for economic affairs; the seventeenth and eighteenth centuries, which were 
dominated by the personality of Colbert, the inventor of what the authors 
describe as “promotional state direction”; the Revolution and the First Empire, 
during which the major principles of economic liberalism, after carrying all 
before them in the intellectual field, came face to face with the realities of 
a wartime economy, the result being a recrudescence of “promotional state 
direction”; the nineteenth century and the beginning of the twentieth, which 
saw the prodigious expansion of a free, “spontaneous” economy under the 
wing of a liberal State, followed by the rude awakening of the 1929 crisis; 
and, lastly, the present-day period, beginning with the reappearance of the 
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state-controlled economy during the years 1939 to 1945, followed after the 
war by the definitive establishment of a public sector, which had grown 
substantially as a result of nationalisations, existing side by side with the 
private sector; during this period planning became an accepted practice, and 
during the last few years a new form of promotional state direction—namely 
regional expansion—has appeared. 


This book is not a reference work; it merely offers an outline of the 
development of the industrial economy and a description of the administrative 
machinery used by successive governments in France with a view to control- 
ing or stimulating it. Moreover, although they disclaim any such intent, the 
authors have not been able entirely to resist the temptation of writing a 
partial history—if not a general one—of economics. This book should there- 
fore be considered as having been written primarily for the general reader; 
and, in fact, it has some of the weaknesses frequently encountered in books 
of that kind. For instance, when summarising the authors sometimes tend 
to distort the facts. One example of this tendency is the statement that 
the managements of nationalised undertakings are frequently “assisted” by 
boards of directors (page 195). In fact, this is only true of Renault; in all 
other cases managerial powers are vested in the Board itself, which delegates 
some of them to management. Similarly, the bald statement on page 118 that 
Proudhon challenged the whole concept of private property ignores that 
Proudhon had no objection to user-ownership or to ownership of land and 
farms by peasants. In addition, there are one or two completely unacceptable 
assertions; for instance, the statement on page 117 that J.B. Say devised 
the “law of markets”, and further on (page 180) the description of this law 
as “an exact interpretation of circumstances”. 


Daniel DE BRULLE. 


Supplement to the Report on Government Investments in Stock up to 
March 31st 1964, Jerusalem, Ministry of Finance, 1965, 28 pp. 
(pamphlet). 


In April 1965 the Israeli Ministry of Finance published its annual report 
on publicly owned undertakings. The report contains basic statistical 
information on the activities of these undertakings during the period March 
1963 to March 1964 and also comparative tables and forecasts. Full inform- 
ation is given on all undertakings more than 10 per cent. of the capital of 
which is held by the State. Government companies (i.e. companies the share 
capital of which is held by public authorities and private investors in Israel 
and overseas) are of considerable importance to the Israeli economy. They 
range over a wide field of activities—prospection, development and exploi- 
tation of natural resources; development of specified regions with a view to 
creating new employment opportunities; tourism and handicrafts; civil and 
commercial aviation; seagoing transport; oil and by-products thereof; the 
organisation of exhibitions and trade fairs; the co-ordination of . exports; 
shipbuilding; and finance. The supplement to the report contains the gist 
of the principal tables in the report itself, and in particular those relating to 
the number of persons employed in government companies and investment by 
the State and its principal associates. 
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On 31 March 1964 government companies and their subsidiaries had in their 
employ 43,564 persons. They are distributed over all the principal sectors 
of the economy but are concentrated mainly in transport and communications, 
electricity and water supplies and health services. On 31 March 1964 state 
investment in these undertaHings amounted to 1£810 million, or I£75 million 
more than a year earlier. Of this amount, 72 per cent. is invested in profit- 
making undertakings and particularly in mining and quarrying, trade and 
manufacturing industry. The Government’s principal associates are the 
Hamashbir co-operative wholesale society, Koor (the holding company con- 
trolled by Histadrut), the co-operatively organised Workers’ Bank, and Hevrat 
Haovdim, the General Co-operative Association of Jewish Workers. 


A. INGENITO, 
Research Worker at ICRICE. 


SIX RECENT PUBLICATIONS ON THE U.S.S.R. ECONOMY * 


The following notes deal with six particularly interesting books 
selected from among the numerous writings on the U.S.S.R. economy 
which continue to appear. 


A. BERGSON & S. KUZNETS, Economic Trends in the Soviet Union, Cam- 
bridge (Mass.), Harvard University Press, 1963, 392 pp. 


The initial inspiration of this book is to be found in a lecture given at 
Princeton in May 1961 under the auspices of the Committee on Economic 
Growth of the Social Science Research Council; and the book itself may to 
a certain extent be considered as a sequel to Soviet Economic Growth, 
which was edited by one of the authors at Evanston in 1953. It is certainly 
one of.the most detailed and systematic studies of the development of the 
Soviet economy to have appeared during the last few years. Particular 
attention is given to the period since 1928 (the first year of the first five-year 
plan); the most recent statistics used are those for 1958-59. 


The first chapter, which deals with national income, was written by 
Abram Bergson of Harvard University, who has already written a number of 


* Some definitions of terms used in Russian writings: 

Gosbank (Gosudarstvienny Bank SSSR): State Bank of the USSR. 

Gosplan (Gosudarstvienny Planovy Komitiet): State Committee...for the General Planning 
of the National Economy, 

Gosstroi (Gosudarstvienny Komitet po Dielam Stroitel’stva): State Committee on zu 

Kolkhoz (Kollektivnoye Khozyaystvo): Collective farm. 

MTS (Mashinno-traktornaya stantsiya): Maintenance and repair centres for scies 
machinery charging kolkhozes for services rendered. 

Orgtechplan (Organizatsionno-teknichesky Plan): Plan laying down technical measures 
for organisation of undertaking (part of Tekhpromfinplan - q.v.). 

Upravlenie: Administration of a branch of industry; element of Sovnarkhoz - q.v. 

Sovkhoz (Sovetskoye Khozyaistvo): State farm. 

Sovnarkhoz (Sovet Narodnovo Khozyaistva): Regional economic council. 

Techpromfinplan (Tekhnichesko-promyshlenny i finansovy plan): Technical and financial 
(operational) plan for an industrial undertaking. ` 
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books on the Soviet economy and in particular the The Real National Income 
of Soviet Russia since 1928, published by the Harvard University Press in 
1961. After describing national income trends in the Soviet Union, he 
compares the figures with those for national income in the United States, 
drawing for the purpose on Simon Kuznets's book Capital in the American 
Economy: Its Formation and Financing (Princeton, 1961)—an authoritative 
publication on the subject—and estimates prepared by the United States 
Department of Commerce. He then compares the different factors govern- 
ing the productivity of labour in the U.S.S.R. and the United States, calculat- 
ing output per worker and per unit of capital invested in productive “fixed 
funds” as well as output per unit of investment. In addition, there is an 
appendix showing the net national product in the U.S.S.R. calculated in 
roubles at 1928, 1937 and 1950 values; this allows a number of interesting 
comparisons. 


The second chapter was written by Warren W. Eason, Assistant Pro- 
fessor at Princeton University. It is a study of labour force problems from 
the point of view of quantity (trends within the economically productive 
population; the labour force and changes in population growth; population 
distribution) as well as that of its characteristics (development of abilities and 
experience of specialisation; the general. problem of minimum standards of 
education; the reform of the educational system in 1958; and the distribution 
of the labour force and population within the urban and rural sectors by type 
of industry, by type of occupation, etc.). 


In the next chapter (written by Norman M. Kaplan of Rochester University) 
is an examination of the important problem of evaluating what the Russians 
call “fixed funds” (a Soviet euphemism for the abhorred term “capital”). He 
begins by describing the revaluation of the rouble which took place in 1959 
and the results of the operation. He admits that he has not made a detailed 
and systematic study of the substantial body of Russian writings on the 
subject; however, the body of reference works he has drawn on seems 
adequate, particularly as he consulted a number of articles from two Soviet 
reviews (Vesinik statistiki and Financy SSSR), which are of unquestionable 
interest as they were written by well-informed specialists holding important 
positions in the economic structure of the country. After studying the 
distribution of fixed funds and investments in the different sectors of the 
Soviet economy he makes a number of interesting comparisons (relating to 
agriculture as well as industry) between the situation in the U.S.S.R. and that 
in the United States. 


In chapter IV Raymond P. Powell (Associate Professor at Yale University) 
deals with industrial production. He examines successively output in Soviet 
industry, labour costs and the volume of investment and the relationships 
between these different factors; then, extensively quoting statistics, he compares 
his findings with the development of industrial production in the United 
States. 


Chapter V—written by D.Gale Johnson, Dean of the Faculty of Social 
Sciences at Chicago University—deals with agricultural production. The 
author estimates the total output of Soviet agriculture (which he compares 
with that of agriculture in the United States), investment and productivity 
and factors contributing to increased output—increases in the area under 
cultivation, the replacement of animal by mechanical traction, the improvement 
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of strains, and soil improvement. The chapter includes a number of detailed 
Statistical tables. 


The next chapter—which deals with consumption—was written by Janet 
G. Chapman of the Rand Corporation and is extremely well documented. It 
describes changes in patterns of consumption since 1928, compares real 
incomes and wages in the Soviet Union and the United States (statistical table 
covering the period 1860 to 1958), and concludes with an interesting analysis 
of differences between consumption patterns in the two countries. 


Chapetr VII deals with foreign trade; it was written by Franklyn D. Holz- 
man (of Tufts University). It contains information on the volume and 
structure of foreign trade during the five-year plan periods, the factors 
governing foreign trade and the changes which took place in their nature 
before and after the Second World War, relations between trade and industrial 
development and, lastly, the inevitable comparison between the position in 
the Soviet Union and that in the United States. 


The last chapter was written by Simon Kuznets of Harvard University 
(his real name is George F. Baker). It contains and comments on a number 
of statistical tables which permit comparison of various aspects of economic 
development in the U.S.S.R. with what has been achieved in other countries. 
He examines in particular the rate of growth of both gross and net national 
products (on the basis of 1928 price levels) of the population, of aggregate 
employment, and of consumption; he also examines industrial structures, the 
volume of capital formation compared to that of the national product, - 
consumption expenditure and foreign trade. 


At the end of the book there is a table of abbreviations, together with 
an excellent subject index. 


V. PARDIGON. 


B. M. RICHMAN, Soviet Management. With Significant American Com- 
parisons, Englewood Cliffs (N.J.), Prentice Hall, 1965, 279 pp. 


The author, who teaches at the University of California, states that he 
is writing not only for specialists but also for persons with a general interest 
in the Soviet economy. He systematically compares the position in the 
Soviet Union with that in the United States, emphasising the main similarities 
and differences between the two systems; he also gives a good deal of 
original information on the Soviet system which he collected through personal 
research and interviews in the U.S.S.R., which he visited twice, in 1960 and 
1961. During his stays he met planning specialists, economists, academicians, 
workers, members of the Communist Party and the trade union organisations 
and persons in control of inland trade and various branches of industry. In 
addition, during his 1961 visit he had an opportunity of interviewing persons 
in similar positions in Czechoslovakia and Poland, and was thus able to 
obtain additional information on the problems peculiar to centrally planned 
economies. In some cases the Czech and Polish officials spoke more openly 
on controversial subjects than their Russian counterparts; this enabled the 
author to penetrate more deeply into the labyrinthine complexities of some 
of the problems facing the Soviet Union today. 
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Although the appendix contans a map and a brief tabular presentation 
of the newly developed economic regions of the Soviet Union, there is un- 
fortunately no index (apart from a number of references classified by chapters). 
There is also a small glossary, some of the definitions in which are, how- 
ever, of doubtful accuracy; for instance, the definition he gives for the Russian 
word “Aktiv” is “the most active and zealous members (usually workers) of 
an organisation”, whereas the term actually covers the lowest-level militants 
in an undertaking or establishment—party members and members of the 
local trade union committee—in other words, activists with responsibilities 
of an official character. 


The first chapter, which is written primarily for non-specialists, contains a 
brief comparative examination of the Russian and American systems of mana- 
gement and control of undertakings. He begins by giving a number of 
conceptual definitions relating to universal objectives and fundamental economic 
functions; he then goes on to explain the difference between management at the 
level of the individual undertaking (micromanagement) and control of undertak- 
ings of a general character and at the national level (macromanagement). He 
then examines the systems of economic organisation and the interaction of 
macromanagement and micromanagement in the United States and the Soviet 
Union and is thus able to bring out the distinctive characteristics of the two 
sectors and their similarities. 


The next chapter deals with the problem of structures. It deals success- 
ively with the organisational structure of industry in the Soviet Union, the 
political structure, the logistics of the system of industrial organisation, the 
machinery of ministerial direction, the establishment of the territorial system 
based on the sovnarkhozes and the effects of the 1957 reorganisation, the 
main changes made in the organisational system during the period 1957-62 
and lastly the existing system, which is explained with the help of organisation 
charts showing the administrative organisation of industry and building, the 
functioning of the Council of Ministers, the committees and services attached 
to it and the Higher National Economic Council and the organisation of the 
sovnarkhozes. He then turns to the individual industrial undertaking and 
describes its functions, its senior management and its ultimate objectives 
as conceived in the Soviet Union. We are also given a description of the 
plan which governs all aspects of the function of each undertaking and of its 
different sections—production, utilisation of plant and installations, equip- 
ment, labour, wages, etc.—and the main indices used in them. The author 
then studies the functions and powers of managements; he begins with a 
historical sketch and then discusses the different aspects of planning at the 
level of the undertaking, the state plan and the decisions which follow from 
it, the methodology of Soviet planning, changes in plans during the period 
of execution, etc. 


Chapter III introdtces us to the main problems affecting the smooth run- 
ing of the national economy. The first vital factor is that of raw materials; 
the author examines successively the principle of priority, defects in planning 
and the distribution of raw materials, the difficulty of obtaining assured 
supplies and the high cost of subsidiary operations, the lack of skilled labour 
and the practice of resorting to illegal methods to secure the materials needed. 
Then follows a detailed description of the different incentives offered by the 
Ministries and the different methods used—incentive bonuses, publicity for 
achievements, socialist emulation, deductions from profits for the benefit of 


564 BIBLIOGRAPHY 


the undertaking’s own funds—and the “unethical” conduct of certain managers 
of undertakings vis-a-vis the planning system and the obligations it lays on 
them—attempts to have planning targets reduced, the falsification of plans 
regarding supplies, working capital, labour and wages, the falsification of 
production results, price manipulation and the lowering of quality standards, 
unjustified changes in the rate of output—and the effects of these practices 
throughout the economy as a whole. Next comes an analysis of the attitudes 
of managers of undertakings towards the introduction of new techniques and 
its repercussions on the fulfilment of the general plans of the undertakings 
concerned and of the reasons for the frequently encountered hostility of 
managements to all technical progress. The chapter concludes with a study 
of the different types of control exercised by the sovnarkhozes, the Communist 
‚Party, the trade union organisations, the Gosbank and the Ministry of 
Finance and the advantages and drawbacks of each. 


The last chapter examines the prospects for Soviet industry in its present 
transitional period, particularly with regard to profitability, reforms in the 
price system, decentralisation, the development of planning techniques, the 
improvement of the supply system, expected reforms in the staple consumer 
goods sector and changes in the systems of micromanagement and macro- 
management. 


The author set himself the task of examining in this book the political, 
economic and cultural factors directly influencing economic management at the 
level of the undertaking in the Soviet Union. All in all, he has completed 
his task very successfully. 


V. PARDIGON. 


E W. WILLIAMS, Jr., Freight Transportation in the Soviet Union. 
Princeton (N.J.), Princeton University Press, 1962, 221 pp. 


In this book the author, who is a professor of the Columbia University 
Graduate School of Business, tackles a great number and variety of problems 
relating to the principal means of freight transport in the Soviet Union, the 
changes which have taken place in the Soviet transport system during recent 
years and the extent to which it can be compared with the transport system 
in the United States (as well as those of other countries) drawing for the 
purpose on studies published by the National Bureau of Economic Research. 
On the basis of voluminous statistical information provided by George Novak 
(assisted by Holland Hunter) and of a careful analysis of documents available 
in the Soviet Union he establishes that the principal means of freight transport 
in the Soviet Union is still the railway system. He compares the rates of 
growth of the transport systems in the U.S.S.R. and the United States and 
comes to the conclusion that, although the relative rate of growth was higher 
in the U.S.S.R. during the period 1928-56, the rate of growth in the Soviet 
Union, expressed in absolute terms, has always fallen short of that in the 
United States. Here one can observe a certain similarity between the 
economic history of the two countries; in the Soviet Union movements of 
goods increased 13.5 times between 1913 and 1958, while during the same 
period industrial output increased only 7.5 times. In the United States the 
corresponding figures for the period 1875 to 1920—-which is comparable to 
the period 1913-58 in the U.S.S.R. in that industrial output in the United 
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States in 1875 was roughly equivalent to that of Russia in 1913—were 13.9 
and 8.9 times. 


The preface and the foreword were written by G. Warren Nutter, Director 
of the Study of Soviet Economic Growth section. The book contains four 
chapters and a concluding section. There are 25 statistical tables (annotated 
in detail) and charts showing movements of goods in the U.S.S.R. between 
1913 and 1960, inter-city goods traffic in the United States between 1890 and 
1959 and a comparison of the volume of freight traffic and passenger traffic in 
the two countries during the same period. There are three supplements dealing 
respectively with rail traffic and investments during the transport crisis which 
occurred in the U.S.S.R. during the period 1931-35, statistics relating to sea- 
freight charges in the U.S.S.R. and basic data on transport agencies in the 
Soviet Union; the statistical information contained in these supplements-which. 
is substantial—was provided by George Novak and revised and completed 
by Holland Hunter. The bibliography lists 91 works by Soviet writers and 44 
by writers from other countries; it will, however, be observed that the section 
on Soviet writings contains not only book titles but also references to 
periodicals and classified daily papers, which are listed in alphabetical order 
of the titles of the publications in which they appeared. For instance, after 
Danilov there is a reference to the monthly review Eksploatatsiya zheleznykh 
dorog. Lastly, there is a detailed index. 


The first chapter deals with the different means of transport—rail, mari- 
time and inland water, road transport, pipelines and inter-urban transport 
as a whole—in the U.S.S.R. and the United States. After outlining the 
transport system in the latter country, the author compares it with the 
transport system in the U.S.S.R., converting metric-ton-kilometres into short- 
ton-miles as American readers are more familiar with the latter unit (statistical 
table and graph No. 3). Graph No. 4 and tables Nos. 4, 5 and 6 provide 
a basis for comparison of the different periods of development of the transport 
systems in the two countries and show that substantial progress has been 
made in this field in the Soviet Union, particularly with regard to diesel 
traction, the use of which makes possible an increase in productive capacity 
with a relatively small investment. 


Chapter 2 is concerned mainly with rail transport in the U.S.S.R. The 
reader is advised to study the critical analysis of the statistical data relating 
to certain periods and the interpretation of these data in general contained 
in Appendix C (Basic Series on Soviet Transportation) before beginning to 
read this chapter. The author examines the development of rail traffic and 
the activity of the railways during the war, with particular reference to 
lend-lease supplies, operating conditions and progress made since the war 
and passenger traffic and its various implications. 


The third chapter is a study of the factors affecting rail traffic in the 
U.S.S.R.; these are the control of freight movement, the use of differential 
tariffs, distribution by zones and the control of changes in the volume of 
traffic on the basis of stocks available at points of shipment, the planning of 
traffic movements, a comparison of average transport costs in the Soviet 
Union and the United States and a comparative analysis of freight compo- 
sition in the two countries. 


In the next chapter the author makes a detailed analysis of railway 
operations in the U.S.S.R. He studies the nature of these operations (at the 
same time demonstrating the usefulness of such a study), the importance of 
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the development of the railways in the context of the economy as a whole, 
the manner in which the Russians handle problems of railway installations 
and equipment and ensure that they are kept in intensive and practically 
continuous use, the operation of storage, loading and unloading points, the 
utilisation of the different methods of traction and the equipment of goods 
wagons. The author also studies fuel consumption, labour requirements (which 
are substantially greater than in the United States, as productivity per indivi- 
dual worker is considerably lower) and, lastly, the effect of the partial change- 
over to diesel traction. 


The conclusions, although they rate a separate chapter, only take up a 
few pages. The author begins by stressing the importance of rail transport 
in the Soviet Union. He then goes on to point out that, in comparison with 
the area of the country, the size of the population and the volume of traffic, 
the railway network is relatively small and comprises in essence a planned 
system of main lines operated—notwithstanding the rapid introduction of 
diesel traction and the rapid extension of electrification—on the basis of a 
relatively rudimentary technology. In conclusion, it may be said that, although 
Professor Williams’ book does not cover all the ground by any means, he has 
studied a number of problems with great care and competence and added 
considerably to our knowledge and understanding of them. 


V. PARDIGON. 


Harry SCHWARTZ, The Soviet Economy since Stalin, Philadelphia, New 
York, J. B. Lippincott Co., 1965, 256 pp. 


Although the name of the author of this book stands out brilliantly among 
those of American specialists in “Sovietology”, we think a few words about 
him for readers of this review will not come amiss. 


A graduate of Columbia University (M.A. in 1941 and Ph.D. in 1943) 
Harry Schwartz taught at first in this same University and passed sub- 
sequently through the following Institutions: Brooklyn College, New York 
University and the American University. From 1946 to 1953 he was professor 
at Syracuse University. 

Published in 1950, the study of the Soviet economy. “Russia’s Soviet 
Economy” by this author, was long regarded as the classic work on this 
subject most used by the American universities. His other works also received 
flattering recognition: “Tzars, Mandarins and Commissars”, “Russia enters 
the 1960s”, “ The Red Phoenix”, “Communist Economic Power”, “The Many 
Faces of Communism”. For a decade, Harry Schwartz was attached to the 
New York Times as specialist on Soviet questions. His penetrating and 
subtle analyses of the Soviet economy are more frequently noted and com- 
mented upon more ‘passionately by the Soviet press than those of any other 
expert in Soviet affairs in the Western camp. Two examples illustrate the 
importance attached to Dr. Schwartz’s writings by Soviet leaders: Speaking 
before the Central Committee of the Communist Party of the U.S.S.R. in 
June 1963, Nikita Khrushchev referred—incorrectly, as it happens—to one of 
this authors books; A.I. Mikoyan1, now President of the Praesidium of the 
Supreme Soviet of the Soviet Union, said to the American economist during 


1 A.I Mikoyan retired from the Presidency on 10 Decembre 1965. 
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one of his visits to the United States: «Take good heed! I read every word 
you publish.” 


In the work mentioned above the writer begins with an analysis of economic 
policy in the U.S.S.R. between 1953 and 1958, that is at the time when the 
Soviet pretentions to catch up and surpass the United States in economic 
development did not seem so improbable as they do today. He then passes 
to an examination of the factors which, since 1958, have brought about the 
failure of the Communist challenge. He pays very special attention to the 
problems of Soviet agriculture and indicates the economic setbacks which 
were the chief cause of the dismissal of Khrushchev. Harry Schwartz’s 
intention is to show the Soviet system for what it really is and not what it 
boasts of being; he records the Soviet successes as well as their setbacks, 
and endeavours to judge them impartially in the light of irrefutable facts. 


Under the witty title “Joseph Stalin Incorporated”, the first chapter 
contains a succinct but substantial survey of the Soviet economy during the 
authoritarian régime of Stalin from 1920 to 1953. It is rounded off and 
developed in the course of the following chapter, which includes a number of 
statistical tables and leads us up to the dismissal of Khrushchev. 


Looking back in time, the author devotes Chapter III to the victory and 
subsequent downfall of Stalin’s successor, Georgij Malenkov, and to the 
modifications in economic life which followed the death of the old boss of 
the Soviet Union. 


Chapter IV deals with what the author calls “the good years”, those 
between 1955 and 1958; the time when hopes ran high and their realisation 
seemed within reach; the years of the first sputniks and the profound sense 
of rapid and impressive growth in Soviet production which their launching 
made on international opinion. During these four years the whole organi- 
sation of industry underwent more profound change than throughout decades 
of preceding years. The MTS, one of the first and most fundamental creations 
of the Stalinite agricultural system, were suppressed; there was a notable 
reduction in Stalinite concentration camps after Nikita Khrushchev had 
denounced the misdeeds of their creator at the 20th Congress of the Com- 
munist Party of the Soviet Union. The result was a revival of intellectual 
life and public discussion and scientific research on a much wider scale by 
Soviet economists. This gave rise to the 6th Five-Year Plan which envisaged 
an increase of 60 per cent. in the national revenue and a growth of 65 per cent. 
in industrial production. This ambitious plan was, however, abandoned in 
1957. The book contains excellent statistical documentation concerning this 
period, an exhaustive study of the organisation of the sovnarkhozes with 
their main consequences, the special effort required of the chemical industry, 
the problems posed by investment, labour, reorganisation of the trade unions, 
the virgin lands, and agricultural production in general, the suppression of 
the MTS the equipment of which was sold to the kolkhozes. This chapter 
ends with a table giving the prices paid by the Soviet Government for the 
various agricultural products in 1954, 1956 and 1958. 


The economic factors which brought about the fall of Khrushchev are 
examined in detail in the course of Chapter V. Numerous statistical tables 
form the basis of an investigation into the Seven-Year Plan 1959-65. The 
hopes and disappointments of the Soviet leaders are passed in review in the 
light of judiciously selected facts, particularly in relation to agriculture. The 
author then examines the reforms proposed by the Soviet economists with 
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particular reference to the profits of enterprises and the price system; he 
considers the theses of E. Liberman, L. Kantorovič, S. Sobolev, V. Novožilov, 
I. MalySev, and of the academicians V. Nemčinov and A. Hačaturov. Without 
subscribing fo any one of these theses in particular, Khrushchev attempted 
to’ ‘reorganise the Soviet economy and the system of sovnarkhozes by means 
of ineffectual measures like the reform of the planning system and of 
important ‘sectors of the national economy such as building, agriculture and 
the chemical industry, whch resulted in reinforcing the opposition to the 
Eirst‘Secretary of the Communist Party and contributed to his dismissal. Here 
we find a catalogue of the promises made by Khrushchev set against concrete 
achievements: over the period, and an analysis of articles by the academician 
V. Trapeznikov, by O. Volkov and by V. Ckatov, forecasting important 


reforms particularly the suppression of the sovnarkhozes. 


Economic relations with foreign countries are the theme of the following 
chapter. After an all-over picture of Soviet foreign trade since the Second 
World War, we find first data relating to trading operations with the 
industrialised "Western countries, then trade with the underdeveloped countries 
and finally relations with the other Communist countries, both as regards 
actual trade, and the granting of credit. The relations with Communist China 
constitute the most dramatic chapter in this history of the economic relations 
of the U.S.S.R. with other Communist countries. They are studied in detail. 


The final paragraph of this chapter, entitled “The U.S.S.R. and the 
Comecon”, contains a study, political rather than economic, of the problems 
of co-ordination between the countries in the Socialist camp since the creation 
of that organisation in January 1949. It cannot be denied that progress has 
been made in this field; considerable efforts have been made to integrate 
the economic plans of the members of the organisation during the period 
1966-70. In August 1964 meetings were convened among Comecon members 
of specialists in 1,200 kinds of machinery and 800 chemical products; the 
new bank of the organisation, the “International Bank for Economic Co- 
operation”, with a capital of 300 million roubles, began to operate in January 
1964. Even so, the Soviet Union has suffered many disappointments in this 
field, due to the difficulty of trying to reconcile too many contradictory interests 
and to overcome national opposition. 


The title of the seventh and last chapter is “Communism in 1980?”. There 
we find still more significant comparisons between the promises made to the 
people of the Soviet Union and the reality; statistical tables giving the 
volume of production in 1960, the targets for 1970 and 1980 both in industry 
and agriculture, as well as an examination of the concrete possibilities of 
achieving them. The conclusion is that, however alluring the economic 
expansion of the U.S.S.R. may appear in the future—-and at present the long- 
term forecasts constitute the unknown quantity—the pragmatical American 
economy can face the future with confidence. When the President of the 
Council of Ministers, A. Kosygin, declared on 19 November 1964 to a group 
of American businessmen that his country wished to secure some important 
long-term credits from America, this was an implicit admission that the U.S.A. 
had won the last round to date in economic competition with the U.S.S.R. 


In an appendix. we have a short survey of the Soviet economy during 
1965, an analysis of the speech of A. Kosygin and the report of the Finance 
Minister V.F. Garbuzov to the Supreme Soviet in December 1964, in which 
were announced great changes in the direction and planning of the economy. 
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The author concludes by saying that many changes were announced duriny 
the post-Khrushchev era, but that, contrary to persistent rumours, the sev- 
narkhoze system has not been modified. It is known that the suppression 
of this system was only decided upon very recently and that the transformation 
of the sovnarkhozes into ministries of the Union and the federal - ‘Republics’ is 
now in process of being carried out. 


This undeniably interesting book, in which political EE appear 
to take precedence over economic analyses, is completed by an excellent index; 
the numerous references are grouped according to chapters, which inakes 

for easy' reading of the text. 


V. PARDIGON. 


Eugene ZALESKI, Planification de la croissance et fluctuations écono- 
miques en U.R.S.S. (Planning of Growth and Variations in Trends 
of Economic Activity in the U.S.S.R.), Paris, Sedes 1962, 371 pp. 


The system of planning used in the Soviet Union has gradually evolved in 
an empirical fashion. However, one can distinguish a number of stages in 
this evolution. 


The period 1918-28 was a phase of gestation. It is true that attempts 
were made to establish over-all direction of particular sectors and to prepare 
sectoral five-year plans; but the fundamental achievement was the realisation 
of the nature of the problems to be overcome. Gradually, as time went by and 
new problems arose, the authorities began to realise the necessity of making 
all measures of a sectoral character subsidiary aspects of a single plan 
decided upon at the outset. The first five-year plan (1928-32) marked the 
beginning of a new phase, which was marked by the strengthening of the 
central planning authority in the fields of collection of information, methods 
of making and enforcing choices of an economic character, transmission of 
orders and supervision of their execution. Lastly, some ten years ago, a 
new phase began—a phase of gradually increasing flexibility, during which 
the hierarchical structure has become clearer and powers of decision have 
been gradually decentralised. 


In the extremely interesting preface to this book, Piatier has written the 
following: 


“To get an idea of what has happened in the U.S.S.R. one should imagine 
a concert at which the conductor comes to the rostrum without previous 
rehearsal and after the performance has begun and, without interrupting the 
music, makes substantial changes in the arrangement of the players while 
conducting. In such circumstances it is not surprising that false notes are 
heard from time to time.” 


In this book the author gives a detailed and penetrating analysis of these 
different stages. The author draws on over 400 statistical series to present 
an exceptionally comprehensive description of the different plans-long-term, 
medium-term, modified and yearly plans. He also gives the results of the 
different plans, analysing them both ex ante facto and ex post facto. The 
present booknote deals with the first volume, which covers the period 1918-32 
with a separate chapter on prospects for the period 1933-37. In view of the 
impossibility of condensing the wealth of information it contains, we shall 
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confine ourselves here to an outline of some of the conclusions reached by 
the author at the end of his factual analyses and relating to the rate of 
growth of the U.S.S.R.’s planned economy up to 1940 and economic fluctuations 
in the U.S.S.R. 


First of all, he sets out to ascertain whether the rate of growth during 
the period under consideration in the U.S.S.R. was higher than that for the 
period prior to 1917 and compares it with corresponding growth rates in 
the economies of Western countries. As no reliable figures for national 
income are available for this period, one must fall back on the main indices 
of economic activity. The index of industrial activity as calculated by the 
Soviet authorities show that the average annual growth rate was 30.7 per cent. 
during the period 1922-28 and 16.8 per cent. during the period 1928-40—both 
rates unheard of in a market economy. However, the choice of prices for 
1926-27 for the calculation of industrial production is an extremely questionable 
one. Consequently the estimates made by Western authors may be considered 
more reliable. They indicate average annual growth rates of between 7 
and 11 per cent—considerably lower than the Soviet figures. However, even 
these growth rates are substantially higher than those for the period prior to 
1913. Nevertheless, it is not generally admitted that the increase in the 
growth rate was achieved thanks to authoritarian planning of the Stalinist 
type. Moreover—to quote the authors own words—“It seems desirable to 
explode the myth that the growth rate is the fundamental criterion of success. 
In the eyes of the Soviet rulers success was above all measured by steady 
progress towards the completion of major work projects, the introduction of 
social changes in line with their convictions and the gradual and often empirical 
building up of a system of planning of a specific type. The growth rate, 
admittedly, can be used as a yardstick of progress in certain countries at 
particular times, but it does not seem suitable for the measurement of the 
success of countries striving to catch up on the more industrialised countries. 
The extent to which the new orientation and the modernisation of industry 
are achieved in the country concerned are more valid criteria than the general 
growth rate.” 


It has frequently been alleged that cyclical movements occur only in liberal 
economies. As Schumpeter wrote: “The analysis of business cycles is no 
more than an analysis of the economic evolution of the capitalist era.” Haber- 
ler, for his part, is of the opinion that in a planned economy “snowball trends 
‘building up momentum within themselves—which form the essence of the 
capitalist cycle—are impossible”. However, present-day economists, who were 
originally attracted by the idea of a regularly alternating movement, have 
since become much more cautious. To take only one example, Mitchell and 
Burns, at the end of far-reaching historical and statistical investigations, came 
to the modest conclusion that “a cycle consists of expansions occurring 
roughly at the same time in a number of different branches of activity which 
are followed by recessions, contractions and recoveries having the same 
general character...; this series of variations is liable to repeat itself, but not 
necessarily at regular intervals, the length of trade cycles varying between 
one and ten or 12 years...”. As the more flexible concept of fluctuation gains 
acceptance as a definition of short-term economic variations in the capitalist 
world, careful examination of growth patterns in the Soviet Union shows that 
there are periods during which growth is slowed down or disturbed. As, 
moreover, the degree of correlation between planning and what actually 
occurs in the economy is still extremly vague, one may legitimately speculate 
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on whether economic fluctuations are the exclusive apanage of market eco- 
nomies. There can be no doubt that the author’s analysis offers an extremely 
interesting approach to the question, However, it may be wondered whether 
the explanations of upheavals within a planned economy can ever be dovetailed 
into a general theory applicable equally to planned and market economies. To 
say the least, it seems unlikely. 


J. STASSART. 
Associate Lecturer at Liége University. 


A Study of the Soviet Economy, Indiana University, 1961, 169 pp. 


In this work are reproduced the statements made in February 1961 by 
various specialists in Soviet economics during a seminar held in the University 
of Indiana. They must not, therefore, be regarded as scientific studies in 
the strict sense of the term, but rather as an expression of opinion or reflections 
on particular aspects of the Soviet economy. 


Dr. J.A. Kershaw gave a paper on the tendencies in economic growth in 
the U.S.S.R. He is struck by the extremely high and sustained rate of growth, 
especially in the industrial sector. This is explained by the investment policy 
which has systematically favoured this sector to the detriment of others 
judged as of lower priority. The author indicates that, in his view, even 
though Soviet economic resources are allocated in an authoritarian manner 
by the political power, certain factors are now at work which sooner or later 
will put the brake on the high rate of growth, that is, on investment. Among 
these factors the pressure of demand for consumer goods will play a 
determining part. The problems calling for solution by the planning technicians 
will thus become increasingly difficult and a return to the price system wili 
perhaps be the only means of regulating investment policy. 


Professor Gardner Clark is interested in the capacity of the Soviet economy 
to assimilate the most modern industrial techniques. This study—or rather, 
this inquiry—he has carried out in the iron and steel industry which he 
considers has been completely successful in keeping technologically up to 
date. This he finds surprising in view of the enormous handicap presented 
by economic bureaucracy in the U.S.S.R. The explanation is to be found in 
the huge investments in the metallurgical industries which enables new 
production units to be equipped with the most highly developed tools. Never- 
theless, the author is careful to note that the metallurgical industry is a 
privileged sector and that most other sectors are technically very backward 
compared with the general run of Western countries. | 


Professor Galenson Seeks, in economic relations between China and the 
U.S.S.R., the reason which partly explains the conflict between the two 
Communist Powers. According to him, the Soviet equipment plans were upset 
by the export to China of tools, which the satellites of the U.S.S.R. were 
unable to make good. The conflict dates from the time the Soviet managers 
decided to put a stop to a trade which only brought in return to the U.S.S.R. 
goods which were of no strategic value in its development programme. 


The influence of the Soviet economic system on underdeveloped countries 
is examined by Professor G.M. Montias. 

The author’s view is that, generally speaking, the Soviet economic system 
has not in itself had much effect on the underdeveloped countries. In fact, 
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he. remarks, the reason which the Soviet pundits give to underdeveloped 
countries . for the latter’s low standard of development lies in their status 
as: colonies, the remedy for which is national liberation, the elimination of 
foreign capital and finally the planning of their economies. On this last 
point the. underdeveloped countries are in agreement with their Soviet advisers, 
but on the “strategic” aspect of development rather than the institutional. 
Nationalisation of business enterprises, collectivisation of agriculture, author- 
itarian allocation of all resources, etc., thus meet with only limited success. 


On the other hand, the system of priorities for investment in heavy 
industry, the autarchic development of the principal branches of the national 
economy, the high rate of investment in relation to the national product, etc., 
these are the most likely lines along which the Soviet influence can make 
itself felt. 


In conclusion, the author says this type of strategy did not originate 
with the Soviets. The Western economies practised it also. Propaganda is, 
therefore, called for to ensure that those underdeveloped countries which adopt 
this system do not feel constrained to seek the principles and techniques for 
it in the U.S.S.R. 


André PAHAUT. 


sag tage in Westeuropa (Public and Co-operative Economy in 
Western Europe) (ed. Wilhelm Weber), Gôttingen, Verlag Vanden- 
hoeck & Ruprecht, 1962, xvi+498 pp. 


u This book contains four separate monographs by different authors describ- 
ing, respectively public and co-operative economy in Great Britain, France, 
Italy and the Federal Republic of Germany. Notwithstanding the title of the 
book, the authors are concerned primarily with publicly owned undertakings; the 
_c6-operative movement occupies a secondary place, particularly in Jochimsen’s 
and Naizmer’s monographs. 


The editor explains in the foreword that he allowed the four authors 
considerable freedom in the preparation of their contributions. As a result, 
the ground covered varies substantially from one monograph to another. How- 
ever, each of the four gives an excellent outline of the recent history of collect- 
ive-econoiny undertakings in their respective countries and a detailed and 
painstaking description of the scope and importance of the collective-economy 
sector. In addition, in his monograph on publicly owned and publicly 
controlled economic undertakings in Italy, Jochimsen gives a list—which he 
tries to make as complete as possible—of the undertakings included in the 
sector. There is also a substantial bibliography for all four monographs. 
All’ in all; the book is an excellent reference work. One particularly wel- 
comes the absence from all four monographs of any of the ideologically 
distorted: criticisms of the public sector of the economy so frequently en- 
countéred in similar books on “collective ownership” in the Federal Republic 
of Germany today. This does not mean that the book is devoid of critical 
detachment. This is found even in E.F. Schumachers monograph on 
Socialisation in Great Britain, which adopts the traditional socialist approach 
to the subject. 


- "Che wisdom of placing this monograph at the beginning of the book may 
“be, questioned. As the title of the book evokes the politically motivated 
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hostility towards public and co-operative economy inherent in prevailing: 
economic theory and practice—based on the principle of the market economy—= 
in the Federal Republic of Germany, the reader who has any prejudices on, 
this score will, as he goes through Schumacher’s monograph, feel confirmed, 
(even though this feeling is due to a misinterpretation) in his belief that this: 
book adopts the conventional theory according to which “collective” economy. 
inevitably develops into a socialist system covering the entire economy. This 
is not a criticism of Schumacher’s monograph. On the contrary, it is a 
pleasure to find a German-speaking representative of the socialist economists 
belonging to the great tradition of the 1920s, who took such an active part 
in politics at one time but whose voices are no longer heard and whose views 
are now considered out of date in the Federal Republic of Germany, even 
within the socialist party. The editor is quite right when he says in the 
foreword that, although much has been written about socialisation in Great: 
Britain, in no other book on the subject does one find such a fine balance 
between reasoning and passionate conviction or such a control of the written 
word to give expression to both (page 11). 


Schumacher’s monograph probably offers most interest for students of 
the theory cf public and co-operative economy. Schumacher shows ‘himself 
to be a fascinating writer who has, from a study of the socialist tradition in 
Great Britain today, deduced an arsenal of conclusions of a conceptual 
character; at the same time, however, he adopts a standpoint within the 
framework of the practical side of collective-economy operation—the running, 
of one of the British public corporations. In his fascinating description and 
explanation of the socialisation measures taken in Great Britain he demon-. 
strates the continuing validity and value of these conclusions. He is led to. 
the general conclusion—in which the note of resignation should not be 
ignored—that “further socialisation today would make the economy as a 
whole more bourgeois rather than more socialistic” (page 84). And there is 
even a certain jejune bitterness in his remark that “socialisation has done 
little to achieve the aims of those who originally conceived of it; but it can 
be considered as having had positive over-all results from the point of view 
of the materialistic ideology of service which was developed mainly by the 
capitalist system”. 


Herbert Raidl’s monograph entitled Undertakings and Institutions of the: 
Public Economy Sector in France is, from the standpoint of political involve- 
ment, much more detached than that of Schumacher; however, he ‘comes to 
conclusions similar to those of Schumacher in his study of socialisation 
measures in France after the Second World War. From his detailed analysis of 
the post-war nationalisations he deduces “that nationalisation measures in 
France were not so much the outcome of long and properly conducted studies 
as the over-hasty and precipitate application of abstract and idealistic ideas 
and concepts” (page 198). In particular, the “concept of democratisation of 
management of undertakings...proved illusory” (page 197). Even the workers 
had been disappointed by the results and consequences of nationalisation: 
“People had hoped that these measures would free them from the ‘capitalist 
yoke’; but they have now been forced to recognise that nothing fundamental 
has changed... Social relations in publicly owned undertakings are no better 
than in other branches and the conflicts are no less bitter” (page 200). 


Whereas the first two monographs consider the problems of public and 
co-operative economy mainly in the context of the general problem of socialism, 
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the remaining two—by Reimut Jochimsen and Helmut van Natzmer (Economic 
Activity by Public Authorities in the Federal Republic of Germany), deal 
primarily with the position of the individual undertaking. Both authors, and 
particularly Natzmer, emphasise that public economy is not an end, but a 
means; they treat public and co-operative economy—and particularly the 
former—not as a model of a social order to be achieved in the future but 
merely as one of many instruments designed “more effectively to influence 
the economic plans of individual undertakings and consumers with a view 
to facilitating the achievement of the desired objectives while maintaining the 
existing economic system”. The State is in a position “to influence factors 
of economic significance through its participations in individual undertakings 
and thereby, within certain limits, to influence the behaviour of individuals 
engaging in economic activity’ (page 464). Natzmer examines in detail the 
possibilities of using public undertakings as instruments to promote objectives 
relating to structure, competition or the trade cycle. He comes to the conclu- 
sion that public undertakings are not suitable for the furtherance of a trade- 
cycle policy; in support of his argument, he refers to a not altogether convinc- 
ing opinion—which certainly requires further exploration—put forward by 
the economic advisory group of the Society for Public Economy in 1956. 


On the subject of the use of public undertakings as instruments of 
structural policy, Jochimsen’s monograph is a goldmine of information; it 
describes the measures taken by the Italian Government to use individual 
undertakings as instruments for the economic and social development of 
southern Italy. From the point of view of the theory of public and co- 
operative economy, the most interesting part of this monograph is probably 
the comparison between the main lines of the legislation relating to control 
of public undertakings by government and parliament with what has been 
achieved in practice—a problem which (although in a substantially different 
form) is not without interest to the Federal Republic of Germany as well. 
He describes how in Italy many publicly owned or “publicly controlled” under- 
takings escape all forms of control, determine their business policies without 
any regard to the general lines of the Government’s economic policies, and, 
aS a consequence, are useless as policy instruments. What is more, “for 
practical purposes they resist all guidance or control by the Ministry for 
State Participations, the government and parliament” (page 309). This is 
true to such an extent that “the problem of who controls who is a general 
one” (page 285). The fact that public undertakings do not hesitate to 
indulge in tax evasion (page 287) is of interest rather than of significance; 
but the existence of such an extreme situation highlights a problem which is 
of significance for all public undertakings and must be taken into account in 
any theory of public undertakings which is to be of practical application. 


Natzmer points out quite rightly that one of the prerequisites for the 
effective use of public undertakings as instruments of economic policy is 
that the government concerned should have “ascertained that the participations 
of the public authorities lend themselves to such measures” (page 465). In 
previous centuries the problem did not exist; an undertaking was invariably 
used-for the purpose for which it was designed. Today, however, there is 
a real problem which economists must face. The theorists of “collective 
ownership”, with their denigatory and ideologically narrow arguments, are 
able to score cheap propaganda successes; but their theories, when applied 
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in the actual context of an economy or an economic policy, yield no fruit. 
The four excellent monographs which this book contains offer a new and 
more fruitful approach to the question. 


Dr. T. THIEMEYER, 
Assistant Lecturer at Cologne University. 


Jacques de LANVERSIN, L’aménagement du territoire (Planned Develop- 
ment of Land), Paris, Librairies techniques, 1965, 186 pp. 


Economic and demographic expansion and the underdevelopment of certain 
regions of France have given rise to the need for a Land Development Policy. 
The author shows us that in order to re-establish a genuine democratic 
system, “it is necessary to transfer or extend on the economic level the part 
which the citizen is called upon to play in political life” (p. 20). It is in this 
connection that regional economic development comes into play. 


The problem is to reconcile national planning with the regional plans 
drawn up by local authorities. The obstacles in the way of a land develop- 
ment policy are as much human (a naturally conservative outlook) as technical 
(an economy in France still largely inspired by nineteenth century liberalism) 
and administrative (overlapping administrative districts). 

After a preparatory period extending from 1950 to 1962, the policy of 
land development in France has gathered momentum and has become a 
“front-line national question”. 

The first part of this book describes the tools created by the French 
Government to initiate a genuine land development policy: authorities whose 
task it is to draw up the policy at national level and at local level, planning 
procedure and documentation defining the policy. 


In the second part, the author explains how these plans will be put into 
effect and comments upon the results obtained; it is essential “that the 
impetus should spread from the centre outwards...without subjecting the 
economy to the restrictions of directives and all-embracing collectivism” 
(p. 110). 

In this book is assembled all the documentation relating to the attempts 
made in France to achieve “genuine planning”. 


M. AUGARDE. 


Professor Dr. M.A.G. VAN MEERHAEGHE, De Economie van Vlaanderen 
(The Flemish Economy), Leiden, H.E. Stenfert Kroese N.V., 1965, 
XI1+187 pp. 


In the introduction to this book the author indicates that his aim was to 
give an objective and dispassionate description of the Flemish economy. In 
actual fact, however, he revives time and again all the former and more 
recent polemics concerning the advantages—more or less important—which 
might have been granted to this or that section of the country, of course, to 
the detriment of the other. 


The book falls into four fairly distinct parts. 
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The first part consisting of Chapters I and II is largely historical; the 
author sketches the economic history of Flanders, firstly prior to 1830, and 
then onwards from that date which marks the beginning of the independence 
of Belgium. 


The second part, comprising Chapters II to VIII inclusive, reviews the 
chief economic factors, reiterating in each case the national factors as viewed 
by the Bruxellois, the Flemings and the Walloons. With fairly adequate 
comment the author analyses a series of statistics concerning population, 
employment, production, agriculture and fisheries, industrial and social wel- 
fare. 


The third part of the book consists of Chapter IX, in which are summarised 
the more striking factors in the preceding chapters, leading up to the authors 
conclusions as well as his attitude to certain problems of economic and 
academic policy, even of politics also. A translation into French of this 
chapter is included, which will undoubtedly increase the value of the book. 


Part four consists of 17 statistical tables which fill out the series and 
commentaries in part two and are a veritable mine of information. In addition, 
the book contains a list of tables, maps and graphs, and an index of names 
mentioned as well as a table of contents. 


A careful objectivity characterises the whole book, though this has not 
prevented Professor Van Meerhaeghe from taking sides to some extent. It 
is to be regretted that he has been compelled to rely on statistical material 
which is frequently out of date. 


André Peien 


Proceedings of the Eleventh Conference of Agricultural Economists— 
The Role of Agriculture in Economic Development, London, New 
York, Toronto, Oxford University Press, 1963, 567 pp. 


The subject of this Conference was the different problems pertaining to 
the role of the agricultural sector in the process of economic development. 


There are so many widely differing aspects to the process of growth 
that they cannot all be shown on a single index. In order to appreciate fully 
the nature of the process one must resort simultaneously to the disciplines 
of economics, sociology and psychology. There is certainly a relationship 
between agricultural and industrial development, but it is impossible to state 
in absolute terms which depends on which. Everything depends on conditions 
in the country under consideration. 


Mr. Heady suggested that a study be made of the resources available 
to the agricultural economist, stressing the importance of adapting the 
methods used to the information available. Incomplete theoretical construc- 
tions or research of a highly advanced character but applied to isolated data 
could not provide and adequate basis for the framing of satisfactory policies. 


A number of speakers outlined the course of economic development in 
their respective countries with particular reference to agriculture. As develop- 
ment was a function of a combination of natural and human factors peculiar 
to each region, its course inevitably differed from one country to another. 
However, the statements made clearly demonstrated that agricultural develop- 
ment was an essential prerequisite for economic development. 
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Mr. Sherman E Johnson, the President of the Conference, stated that the 
satisfaction of fundamental human needs should be an essential aim of any 
policy of economic development. In this connection he pointed out that one 
of the most distressing problems facing the world today was that of hunger. 


Mr. Darby painted a vivid picture of some of the sufferings caused by 
inanition and which, in his view, could easily have been avoided. Sir John 
Crawford adopted a similar standpoint in his analysis of the United States 
programme of aid to underdeveloped countries based on agricultural sur- 
pluses. In his view this programme is not so much an example of concerted 
action as taking advantage of the fortuitous circumstance of overproduction 
in agriculture. The distribution of these surpluses might not be the most 
effective way of helping the poorer countries, but its effectiveness would 
be increased if it were accompanied by financial aid or if the entire programme 
were integrated into a broader development programme. 


The promoters of reorganisation in agriculture today seem primarily 
concerned with securing maximum efficiency. Certain measures of reorgan- 
isation—such as agrarian reform transferring ownership of the land to those 
who till it, provisions designed to secure the proper use of land inefficiently 
used in the past and the regrouping of plots into single units where, owing 
to existing systems of inheritance, the land has been fragmented into excessively 
small plots—correspond to deeply felt desires of the people concerned. How- 
ever, if such reforms are to be successful a number of ancillary measures 
must be taken; sufficient capital must be provided, a scientific study must be 
made of the soil and its potentialities, the optimum size of farm must be 
determined and farmers must be given suitable training. Mr. Karve expressed 
the view that development should be based on democratic community develop- 
ment methods—social education and the establishment of a centrally planned 
network of self-help institutions in the different population units. 


Mr. Kuvshinov described how virgin land had been brought under the 
plough at a record rate in the steppes of Russia. In his view, the only factor 
which had permitted the establishment of farms big enough to justify mechanised 
agriculture had been collectivisation. Several speakers criticised his thesis 
sharply. 


The other questions raised by the different speakers included the marketing 
of agricultural produce and the problems of integrating agricultural systems 
under international agreements. 


A statement made by Mr. Johnson sums up very accurately the main 
conclusions reached by the Conference: although it is theoretically possible 
to grow all the food mankind needs, the practical achievement of this goal 
is beset with problems, not the least of which is that of convincing farmers 
of the need to break away from century-old traditions and adopt new methods 
of production offering the possibility of reducing costs. The process of 
inducing the peasantry to accept these changes—-which are inherent in all 
development processes—will be a slow one. 


F. CocaAïKO-SARLET. 
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Saul M. KATZ and Frank MCGOWAN, A Selected List of U.S. Readings 
on Development, Washington, Agency for International Development, 
1963, 363 pp. 


This book is a list of books and articles on different aspects of economic 
development in the underdeveloped regions of the world published in the 
United States. The books mentioned have all been published during the last 
15 years and are those which the authors consider offer the most valid means 
of applying scientific and technical knowledge to the economic betterment of 
the developing countries. The gist of each publication is given in a short 
abstract of not more than ten lines in length. The main subjects covered 
include planning, natural resources, population, the economically active 
population, education, agriculture, health, industry and foreign aid. 


Joseph STASSART. 


2. Public Undertakings 


Giovanni MANCO: L’ENEL (The National Electricity Corporation). Vol. 
23 of the series of studies and monographs published under the 
direction of Mr. A. Mortara, of the Italian National Section of 
ICRICE. Milan, 1964, 171 pp. 


The Act nationalising the generation and distribution of electric power in 
Italy was adopted by parliament on 6 December 1962. It established a 
corporation (the ENEL) to co-ordinate the generation and distribution of 
power and bring them under unified control. Existing electricity undertak- 
ings were taken over by the ENEL against payment of compensation. In 
fact, before the nationalisation Act was passed the State already controlled 
85 per cent. of commercial production of electric power through the inter- 
mediary of the IRI and its subsidiary holding companies, particularly FIN- 
ELETTRICA. This book analyses—mainly from the legal standpoint—the 
Act establishing the corporation. The ENEL is a corporation similar to IRI 
and ENI but differs from both in that it requires cabinet permission to 
establish a new company or acquire a holding in an existing one. However, 
it is empowered to grant concessions, 


“The ENEL is an autonomous economic public corporation established to 
carry on directly an entrepreneurial activity within the framework of a 
statutory monopoly” (page 16). As in France and Great Britain, electricity 
undertakings in Italy are grouped on a regional basis. In order to avoid over- 
centralisation, direct planning authority has been given to the regional offices. 
Tariffs are fixed by a committee of ministers the membership of which 
includes the Minister for Industry and Commerce and the members of the 
Inter-Ministerial Prices Committee. In the same way as under the national- 
isation arrangements in Great Britain, the assets controlled by the ENEL 
belong to it. Management is not tripartite; the workers may be consulted 
but there is no obligation to consult them. 
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However, not all undertakings generating electric power have been 
transferred to ENEL ownership. First of all, undertakings consuming more 
than 70 per cent. of the electricity they generate are still privately owned; as 
they cannot distribute themselves any power they produce over and above 
their needs, surpluses are sold to ENEL. Secondly, undertakings which 
during 1959 and 1960 did not generate more than 10 million kWh per year 
were exempted from the nationalisation provisions. Lastly, the Act provided 
that “(existing) municipally owned undertakings shall not be taken over unless 
a specific request for take-over is made; however, they may be nationalised if 
the ENEL refuses to grant them concessions and if they fail to comply with 
the rules governing the granting of concessions” (page 117). Similar pro- 
visions exist covering publicly owned undertakings in regions governed by 
special legislation. 


Lastly, there is an analysis of the transitional provisions of the Act and of 
its compatibility with the treaties establishing the E.CS.C. and the E.E.C. 
The main problem studied in this section is that of whether imbalances are 
likely to occur within the European economy as a result of the establishment 
or the operations of ENEL. A priori there is no evidence to indicate that 
this might occur. 

A. INGENITO. 


Adolf-Friedrich JACOB, Betriebserhaltung kommunaler Eigenbetriebe 
(The Self-Perpetuation of Municipally Owned Undertakings). Bei- 
träge zur betriebswirtschaftlichen Forschung, Hrg. von E Guten- 
berg, W. Hasenack, K. Hax, E. Schäfer, Vol. 20, Cologne and 
Opladen, 1963, 1x-102 pp. 


One of the most interesting things about this book is the fact that the 
author offers us an analysis of the operations of municipally owned under- 
takings which, instead of being based on standard theories relating fo the 
economics of the individual undertaking, is concerned primarily with the 
particular institutional purpose of the undertaking. As the editor, Wilhelm 
Hasenack, points out in the preface, general theories relating to the economics 
of the undertaking are not necessarily applicable to municipally owned under- 
takings without modification. As the author analyses the “institutional 
purpose” of these undertakings (as defined by Weisser), as it is laid down in 
the legislation relating to communes and undertakings owned by them and the 
internal rules of those undertakings, he opens up a completely new perspective 
to the study of the conduct of an undertaking the main concern of which is self- 
perpetuation—the earning of profits by a municipally owned undertaking being 
purely fortuitous—as compared with that of profit-making undertakings. 


Both Jacob and Hasenack make use of this concept of “self-perpetuation” 
(Betriebeserhaltung), which is an extremely useful one, particularly as within 
its general framework a distinction can be made between perpetuation of the 
material and the non-material framework. “Perpetuation of material assets 
proceeds logically in parallel with perpetuation of the non-material forces of 
the undertaking... (for instance, the social aspects of the undertaking’s opera- 
tions, good will, etc.) but no comprehensive definition covering both has yet 
been formulated” (page 16). The introduction of the factor “perpetuation of 
non-material forces” into a formulation of this kind would be a complete 
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innovation and would offer extremely interesting perspectives and possibilities 
for the further study of “self-perpetuation”. Naturally, Jacob can at this 
stage do no more than outline these perspectives. Naturally, self-perpetuat- 
ing conduct as defined here “has no bearing on the method of balancing the 
accounts or on the evaluation of the undertaking concerned; in this respect 
it differs from conduct designed to perpetuate assets or capital, which 1s 
one of the conditions for fulfilment of profit-economy criteria and in relation 
to which the question of the ‘right’ method of achieving success is of primary 
importance” (page 41). The author also analyses in detail the distinction 
Hasenack makes between self-perpetuating conduct designed on the one hand 
to “provide equivalent services” and, on the other hand, to “secure adequate 
development” as applicable to municipally owned undertakings. 


Jacob cannot expect the reader to accept all the definitions he offers—and 
he deals at some length with problems of analysis of concepts—in their 
entirety. Concepts should be judged, not by their truth or their falsity, but 
as a function of their success as an attempt to present realities. Consequently, 
one may be completely at variance with the author on the appropriateness 
of a particular definition without necessarily disagreeing with him substantially 
on the nature of the problem itself. For instance notwithstanding what 
Jacob says, it may in certain respects be fully appropriate to include municipally 
owned undertakings within the category of undertakings in general (page 10); 
likewise, one might have some difficulty in accepting Jacob’s thesis that 
surpluses earned by municipally owned undertakings should be treated as 
expenditure (page 54), even though the arguments he puts forward in support 
of this thesis deserve full consideration. 


One can agree with Jacob’s thesis that self-perpetuating conduct in a 
profit-economy undertaking is an essential condition for the achievement of 
the objective of maximum profit. However, it is not clear-why such conduct 
becomes “the avowed objective” of a municipally owned undertaking (pages 
12 and 40-41). In such an undertaking such conduct is a condition for the 
achievement of the entrepreneurial objective, namely “securing the conti- 
nuance of its existence” (Daseinsvorsorge)—a concept the substance of which 
Jacob examines in detail, at the same time taking issue with Forsthoff on the 
subject (see page 12 and, more particularly, pages 88 ff). 


The author then analyses in detail the implications of the provision, 
contained in the legislation of the Federal Republic of Germany governing 
the economic activities of municipal authorities, stipulating that a commune 
may only carry on economic activities through undertakings owned by it 
“if the desired objective is not being or cannot be achieved as well and as 
economically by another undertaking”. He points out quite rightly that the 
fundamental problem here is one of selecting a criterion of success, without 
which it is impossible to compare the success of municipally owned under- 
takings with that of the “others” referred to in the legislation. One must 
also agree with Jacob when he says that little progress has been made, in 
either the theoretical or the practical fields, towards overcoming the difficulties 
of comparing the results achieved by municipally owned undertakings with 
those of other undertakings (page 25). One is therefore particularly surprised 
by Jacob’s thesis that the only valid measure of comparison (pages 26 and 89); 
is that of price or tariff; his argument is that “only by comparison of tariffs... 
can a situation be achieved which corresponds to the principles of the market 
economy and reproduces the conditions of competition and thereby places the 
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municipally owned undertaking on a footing compatible with the legal structure 
of the economic system” (page 90). 


Elsewhere Jacob makes another remark which seems at first sight to 
offer particularly interesting perspectives: “A morphological study of the 
different types of undertakings...must logically lead to the conclusion that a 
specific pattern of expenditure and earnings—and, in addition, a concept of 
profit and success formulated differently and independently thereof—can be 
worked out for each type of undertakings. After reading this it is particularly 
surprising to see that Jacob challenges Ballerstadt’s and Zeiss’s thesis that 
when evaluating the success of municipally owned undertakings one must 
take into account not only the optimum satisfaction of customer requirements 
but also general considerations of communal welfare (construction, economic 
promotion, etc.) on the grounds that “acceptance of these arguments would be 
tantamount to watering down to nothing the norms which lie at the base of the 
legislation governing economic activities by municipal authorities” (page 90). 
He is unquestionably right when he points out that the practical applicability 
of this standard is limited in that it does not lend itself to quantitative 
measurement. He is also entirely right when he states that it is impossible 
to evaluate “optimum success ‘from the standpoint of the citizenry’ or the 
‘maximum possible promotion of the welfare of the population and of the 
economy within the commune’ in such a way that it can be used for purposes 
of comparison” (page 90). But the indisputable fact that there is no con- 
venient yardstick of comparison available (one might even say that there is 
no means of comparison available at all) does not justify Jacob in using a 
standard of measurement which is only valid for the assessment of one 
partially’ representative aspect of Daseinsvorsorge (as defined by Jacob him- 
self) as the sole standard for the measurement of success both for municipally 
owned and “other” undertakings. Admittedly, tariffs are an important criterion 
for the assessment of the collective-economy character of an undertaking 
owned by public authorities; but and one cannot emphasise this strongly 
enough—it is not the only one. 


These remarks—which are of necessity brief—give some indication of the 
extent to which this book invites further study of the subject-it treats. It 
opens surprisingly new perspectives—-from the point of view of the individual 
undertaking on a problem which hitherto, as Jacob quite rightly points out, 
has been treated almost exclusively from the standpoint of the national 
economy. Although in his analysis he confines himself strictly to the field of 
municipally owned undertakings, many passages in it have considerable 
relevance in the field of public undertakings in general. This is true, for in- 
stance, of his critical exposition of the problem of the deliberate earning of 
surpluses by municipally owned undertakings for self-financing purposes, in the 
course of which he examines the problems of distribution policy—an unusual 
subject in an analysis confined to the level of the individual undertaking. 
Persons with a practical concern in the economic affairs of municipal author- 
ities will be particularly interested by the numerous references to the problem 
of adaptation of municipally owned undertakings—the ability of which, as 
the author points out, to perpetuate themselves is being seriously threatened— 
to changing circumstances (page 93). He sees the best prospects for the 
solution of this problem in inter-municipal co-operation. In spite of the many 
criticisms which can be levelled against it—and it is always an easy task to 
criticise a work which breaks new ground—Jacob’s analysis of “self-perpetuat- 
ing conduct” on the part of an undertaking is an important contribution to the 
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analysis of the conduct of undertakings in the public-economy sector—a 
subject of which relatively little study has been made in spite of its size and 
importance. 


Dr. Theo THIEMEYER. 


Marie-Odile PIQUET MARCHAL, Etude économique des chemins de fer 
d'intérêt local (Economic Study of Local Railways), Paris, Editions 
Cujas, 1964, 318 pp. 


This book presents the final balance sheet of the local railways in France. 
The almost complete disappearance of this type of railway would appear to 
confirm that they no longer served any useful purpose. The author shows 
that, on the contrary, “they contributed to the economic growth of France” 
(p. 244). In the nineteenth century they were “the keystone in the growth 
of the whole economy” (p. 30) and “made possible the economic progress of 
the rural areas” (p. 244). 

In the first part, Marie-Odile Piquet-Marchal examines the value of local 
railways and the technical and legislative means used to create them; the 
development of a network of lines was essential for economic growth, but 
frequently its evolution was completely anarchic (the law of 1865, badly 
worded, opened the road to speculation). 

The second part is devoted to a study of the working of local railways 
and the reasons for their disappearance. Their evolution falls into two main 
periods: 


(1) from 1865 to 1920-25—the period of development; 


(2) from 1920-25 to 1939—gradual disappearance, due mainly to financial 
deficits. 


By 1950, there remained 

— 3,000 km. integrated into the main line network when the S.N.C.F. was 
established in 1937; 

— 4,000 km. run by local railway authorities; 

— 14,000 km. replaced by motor and trolley buses. 
In the author’s view “the unfavourable developments since the First World 


War and the changed nature of local railways since the Second World War” 
(p. 231) are due to two factors: 


(1) Inherent factors: errors in construction (inflated costs, bad distribution, 


over the regions, too many concessionary companies), errors in administration 
(misuse of materials and over-rigid management). 


(2) Extraneous factors: development of other means of communication, tech- 
nical progress. 


The great merit of this book lies in the parallel which is drawn between 
the evolution of the local railway system and that of the economy as a whole. 


This general economic survey which we have summarised above is sup- 
plemented by a detailed statistical study of the results of the working of local 
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railways. The successful exposition of the general thesis is largely due to 
this statistical section. 


M. AUGARDE, 


Scholar under the National Fund 
for Scientific Research. 


3. Co-operation 


Paul LAMBERT, La Doctrina Cooperativa (Studies in the Social Philo- 
sophy of Co-operation), Second edition, Buenos Aires, Intercoop 
Editora Cooperativa Limitada, 1965, 354 pp. 


The second edition of the Spanish-language version of Studies in the 
Social Philosophy of Co-operation appeared recently. The text differs but 
little from that of the first edition; but the editors have added an appendix 
containing a short note by Professor Lambert entitled “Remarks on the Article 
by Professor Laszlo Valko”, which was originally published in the Annals 
(April-June 1961, pages 295-296). 

There is no need here to describe this book— which won immediate acclaim 
on its first appearance (in French) in 1959—to our readers. Two editions 
appeared at the beginning of 1965. Translations have been published in 
Hungarian (1961) and in English, Russian and Greek (1963). In addition, 
Keh-Kang Wu, of the Department of Co-operation of Taiwan Provincial 
Chung Hsing University, Taipei (a former pupil of Charles Gide) is preparing 
a Chinese translation which will bring Professor Lambert’s ideas within the 
reach of readers in a large number of developing countries. 


AS. 


INSTITUT DES ETUDES COOPERATIVES (IDEC), La réforme de l’entreprise. 
Royaumont, 2-3 mai 1964 (The Reform of the Undertaking), Paris, 
Editions de l’IDEC, 1965, 220 pp. 


This book is a compendium of the papers presented to the second seminar 
on the reform of the undertaking held at Royaumont (France) under the 
auspices of the Institute of Co-operative Studies and presided over by Pro- 
fessor Georges Lasserre. 


Professor Lasserre, in his introduction of the problem, stated that the 
condition of the wage earner was a threat to human dignity. A reform of the 
undertaking was needed, firstly to raise employees above the status of mere 
wage earners, and secondly to attain a maximum level of service to the 
community. The degree of reform involved would range from the modifi- 
cation of certain conditions existing within the undertaking to the more radical 
extreme of depriving capital of its prerogatives. 


Mr. René Capitant, Professor at the Faculty of Law and Economics of 
Paris University, spoke on methods of giving employees a share in the profits 
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and the management of undertakings. Although co-operative undertakings 
offered a perfect example of the democratically organised undertaking, it 
would take many years to establish a “co-operative order”. It was therefore 
necessary to seek less radical means of promoting employee participation in 
management and in profits. He expressed the hope that the trade union 
movement would gradually turn its attention away from the pressing of 
claims and towards making an active contribution to management. 


Edmond Langer’s detailed analysis of joint management in practice (La 
cogestion en Allemagne, Liège, ICRICE, 1957) had, however, shown that, 
although the system offered some advantages, such as increased security and 
the provision of management training facilities for employers, it also had 
certain drawbacks in that it acted as a brake on wage increases, while 
leaving the power to take fundamental management decisions entirely in the 
hands of the holders of the undertaking’s capital. He therefore proposed 
that “the management of an undertaking—which is a force distinct from both 
capital and labour—should be answerable to both shareholders and workers... 
the executive head of the firm would continue to be appointed by the share- 
holders” (pages 41 and 51). 


Mr. Laurent Lucas, Secretary-General of the C.F.T.C., described the history 
of works committees in France since 1945. The ordinance establishing works 
committees adopted in that year was an attempt to promote co-operation 
between employers and employees. However, little remained of the original 
spirit of the movement. At present this could be remedied by punishing 
breaches of the letter or the spirit of the law. Eventually works committees 
would be granted greater powers within a democratic economic system and 
a system of planning different from that of “indicative planning” at present 
in use in France. They would not, however, be allowed to encroach on the 
powers and competence of the trade union movement in any way. 


Mr. Pierre Desvergnes, manager of the Imprimerie Desfossés, discussed 
the systems of workers’ associations and of independent teams of workers. In 
both cases, a group of workers were paid a fixed sum for a given task, the 
workers themselves planning the performance of the task and determining 
the distribution of the amount paid. The workers’ association made tenders 
to employers, while independent teams accepted offers from employers. The 
systems were designed to permit workers to escape from the condition of 
wage earners. However there were a number of factors inhibiting the 
generalisation of systems, namely the difficulty of fixing the rate for the 
job; fear of responsibilities on the part of the workers; and the fear of 
employers that their authority would be diminished. 


Mr. Pierre Bidegain, an industrialist from Pau, described a personal 
experience with independent teams of workers. 


Mr. Pierre Bauchet, Professor at the Faculty of Law and Economics of 
Lille University, dealt with the subject of reform of the undertaking in the 
context of acquisition by the State and suggested a number of measures 
designed to free the public sector from the trammels of excessively rigid state 
control. 8 

Professor Lasserre discussed the application of co-operative principles in 
the reform of the undertakings. He distinguished two problems of wage 
earners, relating respectively to distribution of earnings and subordination. 
The consumer co-operative offered a solution to the problem of distribution, 


BOOK REVIEWS 585 





while within a production co-operative no subordination existed. If the system 
of production co-operatives was brought into general use it would give rise 
to new inequalities, as the profits distributed among workers would vary 
from one undertaking to another. In contrast, the consumer co-operative did 
serve the general interest. The ideal solution would be to organise the staff 
of consumer co-operatives in independent teams of workers’ associations. The 
task would not be easy; but then, “co-operation is not easy”. 


Mr. Francois Bloch-Lainé proposed a number of reforms of joint-stock 
companies designed to put an end to the principal abuses of the capitalist 
system—-“the extortion of surplus values and the exclusive control of powers 
of decision by a dominant minority” (page 186), thus averting the need for 
radical measures. 


The methods proposed of reforming the undertaking varied in character, 
but all were based on the realisation that the individual undertaking must 
become more democratic in character. 


C. MARCHAND. 


4. Labour and the Trade Union Movement 


Hilda R. KAHN: Salaries in the Public Services in England and Wales. 
London, Allen & Unwin, 1962, 428 pp. 


In this book Mrs. Kahn, who is lecturer in social administration at Hull 
University, gives the essence of the Ph.D thesis on salaries in the public sector 
in England and Wales during the period 1946-51 which she submitted to the 
University of London. 


The book begins with a description of salary scales in 17 branches of 
public service—the civil service, the local government service, education, the 
universities, the National Health Service, the administration of justice, the 
probation service, the police, the fire service, prisons and Borstal Institutions, 
post offices, the British Broadcasting Corporation and five nationalised 
industries—the coal industry, electricity supply, the gas industry, rail transport 
and civil air transport. In each case the author briefly describes the principal 
stages in the development of the present pay structure, the machinery of 
bargaining and the number and geographical location of the persons concerned; 
the pay scales for the principal grades are given and the wage differentials 
between London and the provinces and between men and women employees 
are described at length, = © 


Part II is analytical and comparative in character. The first chapter is 
an examination of the general pay structure of the public service; in contrast 
to Part I, where pay scales are described sectorally (“vertically”), and analysis 
is here made of the functions corresponding to a given rate of pay. The 
author deals successively with regional differentials, the principal criteria 
on which categories and grades are based (qualifications, age, experience, etc.) 
and those relating to the payment of special allowances (special responsibilities, 
supervisory functions, etc.), the different types of salary scale (length, minimum 
and maximum levels, incremental steps) and the possibility of differences 
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between salary scales as fixed by national agreements and salaries actually 
paid. The author then makes a number of “structural” comparisons, consist- 
ing of two tables showing the posts carrying salaries equivalent to that of 
a non-graduate teacher and salaries of £1,000 per year; there is also an 
extremely short and cautious attempt to classify posts in the public service 
according to the financial prospects they offer. 


In principle the rest of the book takes into account developments since 
1951. First we find a study of the relative importance of the different criteria 
used to distinguish between wages and salaries—element of manual work, 
place of work, periodicity of payment, etc. This is followed by a study of 
the principal factors affecting the fixing and review of salaries (and, inci- 
dentally, of wages as well)—considerations of equity and need, traditions, 
comparisons with similar posts elsewhere, etc. In particular, the author argues 
that wages should contribute to the achievement of the country’s principal 
economic objectives, such as growth, the maintenance of full employment and 
price stability, and that consequently the term “equity” has an economic as 
well as a moral connotation in this particular context. She expresses the 
hope that a more “rational” system of remuneration, based on these consider- 
ations, will eventually be established. 


The reader will certainly be struck by the complexity of the system; 
and in her conclusions Mrs. Kahn lays stress on this complexity, explaining 
the extent to which salary structures have been influenced by fortuitous 
factors such as administrative organisation or the strength of particular trade 
unions. ‘Consequently, her first suggestion is that conditions of employment 
and remuneration should be standardised. She then suggests, as a means of 
permitting the necessary degree of rationalisation, that the salary should be 
divided into two parts. The first part would be calculated in accordance with 
traditional standards of equity, i.e. on the basis of the intrinsic nature of the 
work in question (qualifications required, degree of responsibility and difficulty, 
etc.), while the second part would consist of supplements calculated solely 
` on the basis of economic considerations (national aims, labour shortages, etc.); 
“it would have to be regarded as fair that this part of remuneration was 
unfair” (page 407). 


It will be seen that Mrs. Kahn has tackled a subject of extreme difficulty, 
for the terrifying complexity of the system is due too much to fortuitous 
elements to permit a reconciliation of its inherent anomalies. Moreover, she 
has written this book at a time when the British Government is attempting 
to apply a general incomes policy, In the circumstances, it is particularly 
regrettable that this book offers no answer to a number of questions which 
might spring to the reader’s mind. l 


First of all, the data on which this study is based relate to the years 
1946-51. Admittedly, the public sector is so enormous and the volume of 
statistics involved so great that, as Mrs. Kahn points out in the introduction, 
bringing the factual material up to date would be a considerable task. Even 
so, it is unfortunate that this analysis is based on data now 15 years old. 


In addition, it must be pointed out that the second part of the book deais 
with problems which are not peculiar to the’ public sector. For instance, 
when the author examines the problem of the different interpretations to be 
given to the concept of need in pay calculations or that of the size of the 
“standard family” for the purposes of calculation of the minimum living 
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wage, she is in fact straying into general questions of wage and salary levels, 
and thereby detracts somewhat from the unity of the book. 


On the other hand, she is to be congratulated for having had the courage 
to put forward, in the course of her analyses, a number of suggestions, most 
of which are designed to make the pay structure more rational. Some of 
these suggestions, however, seem unlikely to win unanimous support. One 
particularly strong example is where she states that considerations of equity 
should not exercise more influence in the public service than they do in other 
sectors of economic activity (page 403); another is where she expresses the 
hope that employees in the public sector will be willing to make the financial 
sacrifice which the public nature of their functions justifies (page 397). 


Something should also be said about the author’s unfortunately rather 
limited experiments in the field of comparison. It is unfortunate that Mrs. 
Kahn confined herself to making her comparisons entirely within the public 
sector; it would have been interesting to see a comparison of some of the 
salaries paid in the public sector (as well as the average level of qualifications 
required) compared with corresponding figures in the private sector. 


In fact, Mrs. Kahn seems to. think that the main function of pay levels 
in the public sector should be that of an economic regulator; it is to be 
regretted that she has almost entirely ignored another important function of 
public service pay scales, namely that of what might be described as “social 
guidance”. 


Daniel DE BRULLE. 


Jacques PERON-MAGNAN, Assistant Lecturer at the Faculty of Law and. 
Economic Science of Lille, Inflation et répartition des revenus sala- 
riaux (Inflation and Distribution of Workers’ Incomes), Paris, 
Recherches économiques, Sirey, 1964, 262 pp. 


In an inflationary period is it possible to explain the distribution of 
workers’ incomes by an analysis of socio-economic categories and their 
behaviour? Such is the question posed by Mr. Jacques Peron-Magnan who 
restricts his inquiry to two periods: 1949-52 and 1956-60. 


Between 1949 and 1952 the chief cause of inflation was foreign trade, 
but between 1956 and 1960 it had shifted to the agricultural sector. During 
the first period of rising prices, the wage earners succeeded in maintaining 
their living standards thanks to direct wage increases, but in the 1956-60 
period their purchasing power fell. As regards indirect wages, however, 
although there may' be a noticeable increase in the total amount of taxes, 
there is no apparent change in the standards of the family (p. 94). The 
increase in the tax total derives accordingly from the rise in population. 


The author then proceeds to study the evolution in the wages of the 
various categories of wage earners—those in industry and commerce, factory 
hands, clerks, minor and higher officials, and those in the public services. It 
is evident that “the public service employees were considerably worse off 
in 1950-52 than their opposite numbers in the private sector, and that, on the 
other hand, in 1956-60, wages and salaries went hand-in-hand” (p. 141). In 
the private sector the incomes of artisans and clerks were affected by 
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inflation, particularly in 1956-60, whereas the other two categories, the minor 
and higher officials, were much better able to protect themselves. 


Nevertheless, since the groups considered above are often very diverse, 
the author questions whether a study by individual trades would not yield a 
more accurate analysis of wage structures. He comes to the conclusion that 
“there is only the slenderest link between the growth of wages and the 
growth of production or of productivity” (p. 216). 


The all-important factor is “the general economic climate” (p. 216). 1950- 
51 was a period of expansion giving rise to inflation in which the position 
of the wage earners remained stationary; 1956-60 was a period of stagnation, 
but also inflationary, in which the situation of the wage earners deteriorated. 


M. AUGARDE. 
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era of all nations, and holds 
it own in the world's rapiily 
developing freight transport by 
alr. 





AUTOSTRADE 


IRE is responsible for the con- 
struction and, for 3 years 
ihereaiter, the operation of 
more than 2,200 km, of toli 
motorways, amounting 1o half 
the Italian network, Sinca Oc- 
tober 1964 atio has been 
rolling on the whola of tha 
Autostrada det Sole from Mi- 
lan to Naples. Other motor- 
ways under construclion will 
fink Rome to Clvitavecchia, 
Como ta Chlasso, Nagies to 
Bari, Bologna te Padua and 
io Canosa, and Gansa te 
Sesiri Lavants, 
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La 


BANCA COMMERCIALE 
ITALIANA 

CREDITO ITALIANO 
BANCO Ol ROMA 
BANCO DIS SPIRITO 


Banks of the IRI Group take 
care of one fifth of tha Halfan 
poblie’s deposits in time and 
current accounts, place a largo 
part of all non-government 
bond issues and finance much 
of foreign trade and financial 
transactions. 





SAIVO 
COTONIERE 
MERIDIONALI 
FABBRICONE 
MONTE AMIATA 


IR} directly conirois a number 
Gf companies in various bran- 
ches, Inciuding, most promi- 
nenhy, giess, colton end wool- 
len piece goods, and marsury, 





iRt-Formaziono Addesiramente 
Professionsig is responsible 
for the 181 Group’s joint staff 
training propramme, Vëlos W 
five workors' vocational train- 
ing cantres, advanced courses 
for lechniclans et intermedi- 
ate and higher levels, and a 
Management Davalopment Can- 
tra for the study of top-lavel 
managerial functions. 





